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REFORM IN THE CURRENCY. 


VIEWS OF ENGLISH AND AMERICAN BANKERS, 


We have taken occasion in a portion of the present number (pp. 795- 
816) to give our readers a synopsis of the opinions recently given by lead- 
ing bankers and financiers of England, as to the operation of the present 
currency laws of that country. These opinions were communicated at a 
recent commission of inquiry, instituted by Parliament. 

The Committee do not recommend an enlargement of the circulation 
authorized to the Bank of England, but recommended an abolition of the 
small notes (£1 and £2) now in use in Scotland. This change is urged 
on the ground that the retail transactions of the country should be carried 
on by coin instead of paper, because the coin in circulation in the country 
forms a reserve in cases of great demand upon the resources of bullion in the 
country during times of war and also in times of failure of crops; and the 
issues of notes of so small an amount as £1 or £2 is attended with additional 
risk of forgery. The total amount of gold coin in circulation in Great 
Britain was estimated in 1851 at £33,000,000, and now increased 30 per 
cent. The smaller denominations of notes, as far as the experience of the 
Bank of England goes, pass amongst a different class, not so intelligent a 
class, a class that is not able to distinguish. There is more difficulty in 
following them, the transition is more rapid, and they are not returned to the 
bankers so quickly. 

The gentlemen consulted as witnesses differ materially in their views of 
the results of the Bank Charter Act of 1844, whereby the Bank was vir- 
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tually divided into two separate concerns. For instance, the opinion of 
Mr. Newmarch was, that the act of 1844 should be repealed as far as re- 
oe the Bank of England—that the reserve of bullion should never be 
ess than 10 or 12 millions sterling ; and that this reserve should be defined 
by law. He is opposed to any modification of the currency in Scotland, 
and opposed to the (suggested) introduction of one pound notes into Eng- 
land, on the ground that the Scotch people have for years been accustomed 
to them; while in England they would be a dangerous innovation. 

The revulsion of October and November, 1857, came upon the country 
soon after the results of the inquiries of the Special and Secret Committee 
of twenty-five were placed upon record. We'therefore do not know how 
far these new circumstances may affect the views of Mr. Wilson, Sir Francis 
Baring, Mr. Glyn, Mr. Hankey, Mr. Ricardo, Mr. Gladstone, Sir Charles 
Wood, and other members of the Board of Inquiry. But of this we think 
there is some evidence, that the paper circulation of England is placed 
upon a more secure basis than our own; that it cannot, by existing stat- 
utes, be increased at all by the Banks of Issue; nor can it be increased 
nd the Bank of England, unless such increase be represented fully by 

ullion, 

The true policy of the Bank of England should be to restrain, yor To 
ENCOURAGE, trade, whenever the foreign exchanges are unfavorable; and 
whenever the foreign export of gold and silver is too large, such export 
may be checked by a conservative course on the part of the Bank, instead 
of cheapening money (by a reduction of the rate of discount) as was re- 
peatedly done early in 1857. The desire for gain which must, to a great 
or small extent, move all managers of individual capital, should not (espe- 
cially in an important and powerful semi-government institution) be allowed 
to interfere with or affect such a policy as may be demanded at times of 
commercial fluctuations. 

Our object, however, in placing before our readers a few of the sugges- 
tions of such eminent and practical financiers as have been named, is to show 
that these suggestions have a practical bearing upon the paper currency of 
our own country; that there is a growing opinion, among that portion of 
our mercantile and reflecting citizens whore mental vision is not dimmed 
by the hope of large bank dividends, that the paper currency of the 
States should be placed upon a more secure basis than it is at present ; that 
more severe restrictions, of a statutory nature, are demanded for the secu- 
rity of bank note holders; that the volume of the currency shall not be 
subject to the caprice of individuals nor regulated by irresponsible parties ; 
but that a solid basis of issue shall be furnished, and whenever such basis 
shall be disturbed or lessened beyond its proper limit by the fluctuations of 
foreign trade, that the volume of paper shall be reduced pari-passu. 

That if the 150 or 180 millions of paper issued be based upon gold, 
they cannot be subject to any violent revulsion ; or, if banks be by law 
compelled (as recommended by Gov. King, and as practised in Louisiana 
and Missouri) to keep 25 or 33 per cent. of their liabilities in gold, that 
whenever unsound foreign trade produces an unfavorable balance, it would 
be inevitably and necessarily-indicated by the gold barometer—that the 
community at large would be subject no longer to the heavy losses and 
deep distress arising from violent contractions of bank credit. 

In another portion of this work (March number, pp. 722-734; April 
number, pp. 785-790) our readers will find recorded the able views of ex- 
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perienced and practical bankers in Massachusetts, as to the operation of the 
present currency laws in that Commonwealth. We think these views can 
be with advantage promulgated in our State. A correspondent whose opin- 
ions on commercial and financial affairs are generally very sound and con- 
servative, and whose advice, if followed by individuals and corporations, 
would always lead to caution and the absence of bankruptcy, undertakes 
to say, that “now that we have so good a banking law, and our currency so 
well secured, the less legislating we do for our banks the better.” 

On this point there are well-grounded differences of opinion. We 
think the Free Banking Law of New York is a beneficial one in many of 
its features, but yet containing some radical defects; and that now, while 
the people are smarting under evils and distress arising mainly from this 
very law, or rather from the absence of more stringent restrictions in it, 
that now is the time for our legislators to amend it. The positions which 
we think can be undeniably laid down and demonstrated, in reference to 
this system and to the events of the year 1857, are the following: 

I. The financial revulsion was and is A GREAT NATIONAL CALAMITY. 
That although bank suspension did not occur in various portions of the 
country [Kentucky, Indiana, Illinois, Ohio, and in limited portions of 
Louisiana, and South Carolina, for instance), yet the effects of violent con- 
traction were equally disastrous upon their communities. 

II. That the revulsion was produced by unsound banking in New York. 

III. That as similar causes will produce similar resu!ts, we shall always 
be liable to a similar financial catastrophe as in 1857, as long as the pres- 
ent system is in vogue—and that although suffering severely from the late 
trials, a few years only will suffice for forgetfulness—and that our succes- 
sors, without our experience, may, and inevitably will, fall into the same 
errors that have misled us. 

IV. That inasmuch as the banks of this city did not restrain themselves 
within the bounds of prudence, under existing restraints, during the year 
1857, that the Legislature, in view of the obvious liability to a recurrence 
of such lamentable circumstances, should place such additional restrictions 
and limits upon them as shall, beyond any question or contingency, obviate 
hereafter any recurrence of such revulsion. 

V. That it is the peculiar duty of the New York Legislature to adopt 
this course, because the commercial relations between this and the sister 
States, and between this city and foreign nations, are such, that whatever 
course is pursued by New York is promptly followed by others—that in 
fact New York gives a tone, whether for the better or the worse (and Jat- 
terly for the worse), to the financial movements of the country at large. 

We insist, therefore, that the recommendation of Governor King, in 
reference to a marked specie reserve, is a sound one; and that, if adopted, 
it will obviate hereafter any recurrence of financial revulsion, not only in 
this State, sur 1s Every SratTE In THE Union. 

It would insure caution on the part of the latter, because New York, 
being under restraint itself, would, necessarily and inevitably, be a check 
upon them. We would place no restraints whatever upon bank deposits ; 
let every bank get all it can, and pay interest or not as it pleases ; but whether 
the amount be twice or ten times its capital, let its vaults hold in specie 
25 per cent. of such borrowed money. The result would be, that whatever 
might be the spirit of speculation amoug our importers and merchants, 
whatever foreign indebtedness might be created temporarily, such indebt- 
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edness (or absorption of coin for its liquidation) could never disturb the 
leg] reserve. But the spirit of speculation engendered by our banks in 
June and July, 1857, misled our own importers. If the aggregate loans 
in those months had not been unwisely, suddenly and enormously enlarged 
(upon a failing specie basis too !), there would have been no serious failures 
here or elsewhere, 

Let us take the lessons of the past as a guide for the future, and as- 
sume that the next generation will be no wiser than the past ; and that our 
successors should have placed upon them, for their government, such re- 
straints as might, if before adopted, have saved us from the national ca- 
lamity of 1857. Let New York continue to give a tone to the country at 
large, but let that tone BE A HEALTHY ONE. 


THE USURY LAW QUESTION. 


WE are glad to see that the Usury Laws are attracting general atten- 
tion throughout the country, and we hope that New York State will be 
among the first to abolish this restriction upon Commerce. England owes 
to her repeal of the Usury Laws much of the power which has prevented 
such an absolute prostration of business as prevails here. All the elements 
of a panic, without the same commercial elasticity, were in full force in 
England as here, but their prostration was much less than ours. In regard 
to the preparations that are being made to ensure a repeal of our absurd 
Usury Laws, we may mention those in South Carolina. 

The Governor of that State, in his last Message, gives the following 
practical views: “I recommend that the laws against usury be repealed, 
leaving the legal rate of interest at 7 per cent. where no contract is made. 
Acknowledging the principle of this reform as sound, I have hitherto, in 
another capacity, refrained from pressing it, believing that the public mind 
should be prepared for it by full discussion. I am now of opinion that it 
should no longer be postponed. Money is entitled to the benefit of a mar- 
ket as well as every commodity; and the owner of money should not be 
denied the privilege of lending it, except through the artificial and some- 
times costly medium of a corporation. Banks, too, should be allowed to 
take, for the use of money loaned, whatever it is worth in the market, and 
be thereby relieved from the tempting facility of evading the law in order 
to increase their profits.” And in consequence of this recommendation a 
bill has passed the South Carolina Senate for a total repeal of the Usury 
Laws; but this has been rejected by the House, and the present question is 
either a partial or total repeal. The governors of North Carolina, Georgia, 
Kentucky, and Alabama, have all advocated a repeal of the Usury Laws. 
New York has a more stringent law than any other State, having as the 
penalty for usury, imprisonment and a fine, added to the loss of principal 
and interest of money loaned. Arguments are not needed to prove the great 
commercial disadvantages of the Usury Laws. These are generally admit- 
ted by all. What we want is action. Without this we cannot expect any 
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change, and unless the merchants of New York, who are the principal suf- 
ferers from the Usury Laws, will make the required exertion, we will go 
on from year to year clinging to an old feudal custom from sheer inertia. 
One of the most earnest advocates for the repeal of the Usury Laws said 
the other day: “ It is for the benefit of the borrower that this change should 
be made—for generally borrowers pay a higher rate of interest than they 
would if money were free.” This is true. The merchants of New York 
city, on an average, pay fully 12 per cent. for the money they borrow. 
Even those who have ample bank accommodations are obliged to keep 
from one-third to one half of their line of discounts on deposit, thereby pay- 
ing fully 10 per cent. The profits of our banks show what the merchants 
pay, thus: the banks in the city of New York made last year over 10 per 
cent. profits. Who will say, in the face of this statement, that the Usury 
Laws do not make money dearer? Our greater commercial profits would 
attract capital from abroad if money were free. But it is in a revulsion like 
the one just passed through, that we suffer principally from the usury sys- 
tem. What reasonable doubt is there that if receiving high rates of inter- 
est were not a crime, that these rates would not lessen the demand, and 
increase the amount to lend. It may be set down as a commercial maxim, 
that whenever the risk of lending money exceeds the profit (or seven per 
cent. as at present) a panic is the inevitable consequence. The Chamber 
of Commerce, at their late meeting, appointed a committee to advance this 
question, and we hope that merchants generally, without being called upon, 
wiil take an active interest in this matter. Our Legislature met early in 
January, and no question of greater importance will be submitted to them. 

The recent revulsion in the money markets of Europe and the United 
States has demonstrated the unfitness of usury laws to govern the market 
value of money or to control money contracts between individuals. Eng- 
land has done away with these laws in toto, without any ill effects. A 
similar change in this country would be beneficial. We desire the atten- 
tion of our readers to the following letter on the usury question :' 


Copy of a Letter to Mr. Benson, President of Liberia, dated London, 
Dec, 23d, 1857. 


Sir :—TI am happy to say that the commercial crisis in this country, as 
well as in America, is greatly diminishing. I should not be surprised that 
the rate of interest be reduced by the Bank of England from its present 
excessively high rate of 10 per cent. down to 5 per cent. before two months 
pass over. I hope there is no law in Liberia to restrain the rate of usury or 
charge for the use of money, Usury is especially enjoined by our Lord and 
Saviour in the parable of the lord and the three servants, to whom he 
entrusted respectively five talents, two talents and one talent of money. 
The two first traded with their money, and returned the principal to their 
lord, increased by one hundred per cent. ; but the indolent and stupid third 
servant hid his talent of money in the ground, and on the return of his lord, 
gave him back the original amount without any increase, upon which his 
lord scolded him as a wicked and slothful servant, who had not put out the 
money “to the exchangers, and then at my coming I should have received 
my own with wsury.” (Matt. 25th chap., and from 14th to 30th verses in- 
clusive.) Usury is especially recommended, and is the greatest stimulus to 
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industry, and enterprise and commercial success that can be. The charge 
of 2 or 3 per cent., or 5 or 6 per cent. for the use of money, is as much 
usury in principle as the charge of 10, 12, or 20 per cent. The only dif- 
ference is in degree. If Governments restrain tlie maximum rate of usury, 
they have an equal right to restrict the minimum rate of usury. They 
have as much reason to declare that usury shall never be less than 3 or 4 
per cent. as they have to say that it shall never be higher than 6 or 7 per 
cent. as many unwise legislators in America—my own native State of Penn- 
sylvania among others—declare and fix as maxima rates. I am happy to 
say that England many years ago abolished the restriction on the rate of 
usury, and 10 per cent. has been the minimum rate (in practice, not by law) 
for two months past; and I am glad to say that France, Hambnrg, Prussia, 
and other States on the Continent have, within five or six weeks, abolished 
the restriction and allowed 10 per cent. to be charged for the use of money. 
As well might we fix the maximum price of coffee, sugar, palm oil, flour, 
&c., as fix the price of money, which fluctuates in value precisely like any 
other representative of value, according to the supply and the demand. 
Money has commanded iu London, within a few weeks, a price of 20 or 
even 25 and 30 per cent. It is now only 8 per cent., and in two months 
it will only‘be worth 5 per cent., and I have frequently known it since my 
residence in London, to be worth 1} per cent., 2, 24, 24, and 3 per cent., 
and so forth. Legislation cannot fix the value of any commodity, and it is 
unwise to attempt it, particularly in regard to money; for if people want it, 
they will pay for it whatever wil! produce it or will command it, and a 
restriction of the rate of usury prevents conscientious people and capitalists 
from bringing money into the market when it is most wanted and most 
dear, and this prevents the ease and lowering of price which would be the 
effect if all the hoarde money were brought forward in times of panic and 
commercial crises. Nothing is as unwise as restraining the rate of usury, 


GERARD RALSTON. 


THE NEW TREASURY LOAN. 


Tue Treasury department in February issued proposals for a new issue 
of Treasury notes, inviting bids for $5,000,000. Capital is abundant for 
such loans, and if the Treasury will pay four per cent. interest, the notes 
would be taken readily. This issue is only a preliminary to two or three of 
a similar kind during the year 1858. The government will probably 
require at least twenty millions of dollars beyond its actual receipts for the 
current fiscal year. 

This we think will appear from the following official data, made public 


this month : 
First Quarter Second Quarter 
Revenue, to Sept. 30, to Dee, 31. 
From Customs $18,573,729 $6,237,723 
Public Lands 2,059,450 498,781 
Miscellaneous.....+... 2 csereeeeee se ceeee 296,641 356,160 


Total six Months 20,929,820 $7,092,665 
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The expenses during the same period were, viz: 


Expenses, Civil..........cesccccscseceee = $7,315,789 $5,475,180 
<i Interior Department 3,240,098 934,696 
a War 7,290,951 4,201,134 
a Navy 3,915,907 8,140,474 
Public Debt 1,951,783 3,284,169 


Total six Months $28,714,528 $17,035,653 


The estimates of Custom House revenue by Secretary Cobb, were— 


First quarter (actual)..........cccsesssseeerenssees iaiseoned jeune 18,573,000 
Second, third, and fourth quarters 83,000,000 


$51,573,000 


The proposals for the issue of any portion or the whole of five millions 
of dollars in Treasury notes in exchange for gold coin of the United States, 
were opened at Washington on 15th March. The bids were as follows :— 


Name of Bidder. Rate per cent. Amount Bid. Amount Allotted. 
New York, Victor Barcalon...........000 re 34 $7,000 7,000 
do 33 10,000 10,000 
4 13,000 13,000 
do 14,000 14,000 
6 30,000 ay 
Bank of Commerce.. 1,500,000 750,000 
Benjamin H. Field... t 100,000 100,000 
do 150,000 150,000 
do 50,000 ce 
Trevor & Colgate. 4 200,000 200,000 
do ao 200,000 100,000 
Joseph Lawrence, United S. 
Trust Company 250,000 125,000 
Brook yn, N. Y. “ Mechanics’ Bank 25,000 25,000 
WAsHINGTON, D. C. Riggs & Co. 200,000 200,000 
s 300,000 300,000 
do 700,000 700,000 
do ‘ 100,000 100,000 
do 1,700,000 850,000 
Bank of the Metropolis 50,000 50,000 
do do 50,000 $s0 
Thomas J. Abbot........ éacee 12,000 6,000 
C. De Ronceray...... soseeeses 1,000 


Pu ADELPHIA, Philadelphia Bank........... 100,000 100,000 
do 100,000 100,000 


do 100,000 100,000 
Bank of North America... 200,000 200,000 
Lewis Waln Savings 

Fund Society. 4 100,000 100,000 
Drexel & Co........-eeeeereee 1,000,000 
J. B. Austin, Southw. Bk.. 100,000 
do dO...006 100,000 
Boston, —: MM ctiniscsdiicsssmmisacensse 50,000 
50,000 
25,000 
50,000 
50,000 
10,000 


Total allotted......ssersecereesereeeesee $0,000,000 





776 Missouri State Bonds. [April, 


While there is a decrease in the revenue beyond the estimates, there is 
a contemporary increase of government expenditure. The large appropria- 
tions of last year must be carried through, and the expenditure of the War 
Department will probably exceed the calculations made by Secretary 
Floyd. These circumstances need not, however, lessen the credit of the 
general government. They have been paying 74 and 8 per cent. for 
money for some years (viz. 6 per cent. interest and over 14 per cent. pre- 
mium), but their prospective condition and resources should enable them to 
borrow now at four per cent. per annum or less. 

There is an obvious indisposition among capitalists to take the new 
Treasury notes under 4 per cent. Such parties prefer long loans, 10 to 20 
years. The United States bonds at their present market value, pay about 
34 per cent. on the investment; and as long as these can be obtained, 
they would prefer them to Treasury notes, which are only temporary secu- 
rity, at 3 per cent. The government was glad to sell their six per cent. 
bonds in 1847, at par. An improved condition of the public finances may 
lead capitalists to take government notes at 4 per cent., but a lower rate 
seems impracticable at present, except in small sums. 


‘ 


MISSOURI STATE BONDS. 


Tue large sales of Missouri State bonds during the past month, and 
the low price now ruling for a State security, hitherto untarnished, have led 
us to examine into her financial condition and resources, with a view of 
presenting to our readers a detailed statement of her indebtedness, as con- 
nected with the extensive railroad system to which she has so liberally 
contributed. 

We find from the annual report of the Board of Public Works, sub- 
mitted to the Legislature at its last session (Oct. 1857), that the aggregate 
State credits granted in aid of the railroads of Missouri were as follows :— 


To the Pacific Railroad. 
Hannibal and St. Josephs Railroad 
North Missouri do 
St. Louis and Iron Mountain do 
Cairo and Fulton 
Platte County 
S. W. Branch Pacific 


Total State debt of every kind 
Of the amount authorized for railroads, the State aid is in 
bonds direct 
Endorsements or guarantee for principal and interest, of the 
7 per cent. bonds of the South-West Branch of the Pacific 
Railroad Company 


saeeinihiniialipadapialiacedae daisbelatetsles seeeee $24,950,000 
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It being our purpose to make an exhibit of the direct liability of the 
State in her 6 per cent. bonds of $1,000 each, we shall hereafter omit in 
our tables the contingent liability for her endorsement of the bonds of the 
South-West Branch of the Pacific Railroad. 


There had been issued, up to July 1857, to the 

Pacific Railroad 
Hannibal and St. Josephs Railroad 
North Missouri do 
St. Louis and Iron Mountain do 
Cairo and Fulton 180,000 

$15,310,000 
Leaving to be issued 
20,450,000 
To be further distributed as follows :— 

Pacific Railroad Co 
North Missouri Railroad 
St. Louis and Iron Mountain Railroad. 
Cairo and Fulton 
Platte County 


$5,140,000 
Of the $15,310,000 already issued, there had been sold up to 
Ist July, 1857, by the 
Pacific Railroad Company 
Hannibal and St. Josephs Railroad Company.... 1,140,000 
North Missouri do do 1,954,000 
St. Louis and Iron Mountain 
Cairo and Fulton do 100,000 
Average price brought 90 04-100ths per cent $10,256,000 
Hypothecated (many of which have subsequently been sold) 
and in the hands of treasurer and fiscal agents 5,054,000 


$15,310,000 


Hypothecated or unsold as follows : 
Hypothecated, In Agent's Hands, Total, 


Pacific Railroad. *$1,117,000 346,000 1,463,000 
Hannibal and St. Josephs R. R. $1,860,000 1,860,000 
North Missouri Railroad 1,146,000 1,196,000 
St. Louis and Iron M. Railroad. 455,000 455,000 
Cairo and Fulton do 80,000 80,000. 


$1,167,000 3,887,000 5,054,000 

The conditions of the loans to the several roads are thus :—When the 
directors report that $50,000 are subscribed bona fide by individuals, the 
State issues its bonds for a similar amount; and for each similar subscrip- 
tion of $50,000 until the appropriation is exhausted. To secure the State, 
the entire franchise of the roads, their lands, buildings, furniture and equi 
ment, are mortgaged to the State, and the interest must be promptly paid 
as it accumulates. To guard, however, against any delinquency that might 
possibly arise with any of the roads, the Legislature, at its last session, 
passed an act to provide, by taxation, a sum sufficient annually to protect 
the integrity of the State at all hazards, so that hereafter the prompt and 
certain payment of the interest on her public debt need not rest upon the 


* $352,000 reported sold at an average of 754. 
+ In hands of fiscal agent, Boston, a portion of which has been sold 
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expectations or performances of the different railway companies, for whose 
benefit it was issued. 

The following amounts have been expended on the different roads, 
mortgaged to the State for the loan of her bonds. 


Pacific Railroad to July 1, 1857...........cseseecsesereeereereeees $9,717,680 
S. West Branch do d 606,372 
Hannibal and St. Josephs, to 5,185,628 
North Missouri, d d sevsceseee 3,824,218 
St. Louis and Iron Mountain, do seeseeeeee 3,367,142 
Cairo and Fulton d 


Total amount expended 22,899,040 
In addition to this amount, the State holds as security, be- 
sides the mortgage upon the Branch Road for her guaran- 
tee of its bonds, one million acres of lands along the line 
of said road, valued at $5 per acre 5,000,000 
She holds in her own right, donated by Congress, under the 
Acts of March 2d, 1849, and Sept. 28, 1850, three million 
acres valued at $1.25 per acre 3,750,000 
She has Bank Stocks and other property, as per schedule of 
1856, valued at 


$32,603,040 


THE REVULSION OF 1857. 


Mr. Naruan Appieron To THE Hon. Samuet H. WALLEy, oN THE 
Money Crisis anp THE New York Banks. 


My Dear Sin:—I have read your address before the American Statis- 
tical Association, on the Financial Revulsion of 1857, with much satisfac- 
tion. It shows a great deal of research, and attention to this difficult sub- 
ject, with many just and striking views. I am obliged to you for the com- 
plimentary terms applied to myself, at the same time that I feel called 
on to notice some of your views in connection with my opinions. 

In the first place, you make a mistake in a quotation from my letter of 
12th October, in making me attribute to Mr. Biddle the pressure of 1837, 
whereas you will find on recurring to my letter, that it was the pressure of 
1834, which I attribute to the action of Mr. Biddle. He had nothing 
to do with the crisis of 1837, except by aggravating the inflation of 1835 
and 1836, by increasing his loans sixteen millions in the course of nine 
months. In fact, Mr. Biddle was as ready to yield to the suspension of 
1837 as any bank in the country. In the next place you think I attribute 
more to the misconduct of the New York banks in their violent contrac- 
tion of the currency than they deserve, inasmuch as you think they could 
not have so disturbed the financial condition of the whole world by any 
action of theirs. On a full consideration of the subject in all its bearings, 
I am well satisfied that I have not overstated the consequences of their 
action, in my letter of the 12th of October, as I think I can show. 

On the 3d July the banks of New York were a good deal expanded, 
their liabilities amounting to 101 millions, and shipments of specie were 
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taking place. A violent contraction commenced in August very properly, 
as necessary to stop the efflux of specie; so that on the 5th of September 
their liabilities were reduced to 88 millions. This produced a stringent 
money market, and the shipment of gold had ceased entirely. Here I 
contend the banks shouid have stayed their hand. They were safe from 
the only danger, the export of specie. A stream of three or four millions 
of gold from California, was passing monthly through New York, in its 
course of distribution through the world. Here was a source from which 
the banks could have increased their stock of specie, if thought necessary, 
by continuing a state of stringency without the violent course which they 
ursued, 

What did they doin fact? They continued this course of contraction, 
which on the 3d of October had reduced their liabilities to 76 millions, to 
the paralysis of all trade, with mercantile houses in good standing suspend- 
ing payment all around them; the price of the best bank stocks reduced 
from above par to 25 per cent. below ; bills on London selling at five per cent, 
below the real par, and giving a profit to that extent on an order for sover- 
eigns which might be returned by steamer within thirty days. 

Tt was at this time that my attention was called to this state of things. 
On looking into it I was greatly alarmed at the prospect before us. I 
wrote my letter of 1st October to Mr. Stevens, president of the Bank of 
Commerce, with the largest capital in the country, advising “a liberal in- 
crease of discounts.” I had been for many years acquainted with Mr. 
Stevens. We had corresponded, and co-operated in 1840 in inducing the 
banks of Philadelphia (then crippled by a large debt from the U. 8. Bank) 
to resume specie payments, by making them a loan of two and a half 
millions of dollars, of which Boston furnished the greater part. I had 
therefore reason to hope that I might through him have scme influence in 
inducing the New York banks to relax in their ruinous course. At the same 
time a meeting of the merchants and bankers of Boston was held, at which 
it was agreed that the Boston banks would increase their discounts, provided 
New York would do the same. A meeting of merchants was also held in 
New York, at which the highly respectable James Brown presided, at which 
a resolution was proposed by Mr. Tileston, president of the Phenix Bank, 
recommending an immediate enlargement of their discounts, to the extent 
of five to ten millions of dollars. This resolution was adopted and com- 
municated to the banks, a majority of whose officers assembled at the 
clearing house, and passed resolutions in favor of an increase of discounts to 
the extent of three millions, But instead of carrying out even this pittance, 
the next weekly return of October 10th showed a further contraction of 
five millions! reducing their liabilities to seventy-one millions ! a reduction of 
more than 30 per cent. in the circulating medium from its average quantity 
through the year. 

This was the climax. The camel’s back could bear no more. It was 
like the last turn of the screw in an instrument of torture. A crisis was in- 
evitable. It took place on the 12th, in the suspension of all the Banks, 
You naturally ask how it is possible that the men who controlled the im- 
mense banking interest of the country could make such a mistake as | 
attribute to them? Ihave no doubt it was in the belief that under the 
provision of the Constitution of the State, adopted in 1847, providing that 
the legislature should have no power to legalize a bank suspension, the 
consequence of a suspension by any bank, would be to throw it into chan- 
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cery under their insolvent law, with the loss of its charter. I have good 
reason for their opinion that this belief led them to the unduly selfish policy 
of preserving their charters, at whatever sacrifice and ruin of the mer- 
cantile community. It is true that a decision of the Court of Appeals was 
made at Albany, on the 4th of July, 1857, in the case of J. Horsely 
Palmer and others against a defunct Banking and Trust Company, that 
inability to pay coin on demand was not evidence of insolvency. I have 
a letter from one of the most intelligent merchants in New York, stating 
that he knows the fact, that it was ignorance of this decision which led 
the banks to persevere in their disastrous course, until the final catastrophe. 
He gives this as their best apology. The same decision was repeated by 
Judge Roosevelt, after the suspension, to the great relief of the banks. 

It is well known how the final suspension by the banks was brought 
about. It was not by apanic. It was the concerted action of the more 
independent merchants and capitalists of New York and Albany, who 
viewed the proceedings of the leading bankers in its true light,—that of a 
criminal disregard of the great interests of the country. They simulta- 
neously withdrew their deposits, not from panic, for the deposits were for 
the most part immediately returned, but to show the banks there was still 
a power in the mercantile community, as well as in the banks themselves. 
It was a measure of doubtful expediency. As a remedy, it was too late, 
the mischief done was irreparable; prostrate houses could not be re-estab- 
lished. The channels of trade were choked up with the wrecks of the 
traders. Every thing was brought to a dead lock. And all this during the 
two most important months of the year—October and November—equally 
important for the distribution of goods or the bringing of crops to market. 
It was very like imposing a sleep of six months on the trade and industry 
of the country, from which it is now only beginning to awake. 

It is this paralysis of trade and industry, which I attribute to the 
New York banks, by their unprecedented and unnecessary contraction 
of the circulating medium. I do not attribute to them all the bankruptcies 
in this and other countries, as you seem to think. On the contrary, we: all 
know that along period of prosperity leads to over speculation and over. 
trading in individual cases, and that even a moderate pressure on the 
money market reveals the weak spots, the unsound parts in the body politic, 
the knowledge of which no one regrets. 

Thus the action of the banks had nothing to do with the failure of the 
Ohio Life and Trust Co., in New York, nor our two largest failures in this 
city, nor that of some large manufacturing corporations. These were cases 
of incurable disease. But the fact of their failure furnishes no justification, 
as some would pretend, for the action of the New York banks. 

You ask, “ Is the whole civilized world so subordinate to New York 
that fortunes come and go at her bidding? the banks of England and 
France raise the rate of interest to an unprecedented height? And all for 
the want of a few millions added to their line of discounts.” I donot admit that 
the failures of the Borough Bank of Liverpool, the Eastern Bank of London, 
or the two Glasgow banks, were owing to the action of New York. They 
were large, reckless, if not fraudulent, concerns, and their failure caused a 
great sensation, and something like a panic in Scotland. About the same 
time arrived the astounding news from New York, of the unnatural call 
for specie from London, of the suspension of the banks, and a total loss of 
confidence, so that no banker's bills could be negotiated ; of course no remit- 
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tances could be expected. This happened at a time when there had been 
a great drain upon the Bank for bullion for the continent and for the 
East, and an increased demand for bank notes to relieve the panic in Scot- 
land relating to their local notes. Now, under these circumstances what 
did the Bank of England do? She stopped the efflux of specie, by raising 
the rate of discount to the unprecedented rate of ten per cent. With the 
permission of the government, she relieved the merchants and bankers by 
Increasing her discounts, which she could only do by the issue of notes be- 
yond the amount allowed by her charter. What a perfect contrast with 
the conduct of the New York banks, who disregarded ruining the merchants 
when there was no call for specie, under the pretence that their first duty 
was to take care of themselves. It is not of a few millions, but the con- 
traction of twenty millions beyond what was necessary, of which I com- 
lain. 

P And what has been the consequence? The piling up of fifteen millions 
for which they have no use. They have killed the goose which laid the 
golden eggs. With the destruction of trade, they have destroyed the pro- 
duction of that mercantile paper which is their proper food. 

When we consider the immense amount of our imports from England 
and her dependencies, of 150 millions per annum, with our exports to a like 
amount, and that most of our negotiations in relation to both of them go 
through the New York bankers, I cannot think the shock produced in Lon- 
don and Paris greater than was to have been expected. The financial 
sympathy between the great cities is very rapid. Ona similar crisis in 
1819, when the Bank of France suddenly checked its discounts, John Irv- 
ing, Esq., says, before a committee of Parliament—* The panic of Paris 
spread with instant and rapid effect to Amsterdam, to Hamburgh, to Frank- 
fort, to Leipsic, to Vienna, and every other commercial place in the North 
of Germany. Interest rose to nine and ten per cent.” &c. 

Take, as an instance, the case of George Peabody & Co. Their ac- 
ceptances at the time they heard of the crisis in its severity amounted to 
eleven and a half millions of dollars, so that, rich as they are, they felt 
obliged to obtain assistance from the Bank of England to the extent of four 
millions of dollars, only a part of which they have found it necessary to use. 

I am thus compelled to retain tLe opinion that 1 have done the New 
York banks no injustice in attributing to them the paralysis of trade and 
industry, and the suspension of the banks, both of which I consider to have 
been wholly unnecessary. And I cannot but think that on a full review of 
the subject you will agree with me, as I am happy to say, so far as I know, 
the most intelligent merchants and bankers of New York and Boston do. 
I have been obliged to consider the action of the New York banks in the 
aggregate as a unit, although probably brought about by the officers of a 
few of the stronger banks. There was a want of concert for good, but the 
result shows a concert fur evil. 

I agree with you in the use and necessity of credit, more so in this than 
in older countries better provided with capital. In this country a large 
part of our internal trade is carried on by men of moderate capital, whose 
credit depends in a great measure on their character for intelligence, indus- 
try and economy. It is to this class of traders that the late revulsion has 
proved so ruinous, without any fault of theirown. I should be glad to see 
most of your suggestions for improvement in our banking system carried 
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out, with little expectation that they will be. In my opinion the best 
remedy against a violent revulsion would be a repeal of the usury laws, so 
far as regards notes of hand and bills of exchange. How beautifully it 
has worked in the present crisis in the cities of Europe. It is surprising 
with what pertinacity we cling to’ these laws, justly viewed as a relic of 
barbarism. 

I am, dear sir, with great respect and esteem, 

Your very obedient servant, 
NATHAN APPLETON. 
Boston, 26th February, 1858. 


NEW BANK LAW OF MASSACHUSETTS. 


Tue Legislature of Massachusetts has passed the following act, having an im- 
portant bearing upon the banking movements of the Commonwealth. The vote on 
its passage was 107 to 88 in the House of Representatives. The law is essentially 
that recommended by the Joint Cofnmittee on Banks. 


AN ACT TO INCREASE THE AMOUNT OF SPECIE IN THE COMMONWEALTH, 


Be it enacted, dc. 


Sec. 1. Every bank within this Commonwealth shall be required to 
keep an amount of specie equal to fifteen per cent of its aggregate liability 
for circulation and deposits ; and whenever, by the weekly or monthly re- * 
turns, required by the sixth section of the three hundred and seventh chap- 
ter of the acts of eighteen hundred and fifty-four, the weekly average 
amount of specie in any bank in Beston, is less than fifteen per cent. of 
the aggregate liability of said bank for circulation and deposits ; or, in any 
bank out of Boston, the monthly average amount of specie is less than fif- 
teen per cent. of the aggregate liability of said bank for circulation and de- 
posits; it shall be unlawful for any such bank to make new loans or dis- 
counts until the amount of specie in said bank shall be restored to the 
proportion of fifteen per cent. of its aggregate liability for circulation and 
deposits ; provided, that banks out of Boston, or any bank in Boston re- 
deeming its bills at every other bank, in the monthly returns required by 
the sixth section of the three hundred and seventh chapter of the acts of 
eighteen hundred and fi'ty-four, shall return the monthly average amount 
of balances in other banks not bearing interest, and the same shall be 
considered and deemed equivalent to specie for the purposes of this act. 

Sec. 2. The amount of bills issued by any bank, shall not at any one 
time, exceed the amount of the capital stock of said bank. So much of 
the eighth section of the thirty-sixth chapter of the Revised Statutes, as 
relates to the amount of bills which any bank may issue, and all other acts 
or parts of acts inconsistent with this section, are hereby repealed. 

Src 3. This act shall take effect from and after the first day of June 
next [1858]. 
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ROYAL BRITISH BANK CONSPIRACY. 


Seven Directors and the Manager (Hucu Inves Cameron) of the 
Royal British Bank, were, in February, 1858, brought up for trial before 
the Court of Queen’s Bench, Lord Campsett presiding. The charges 
against these parties were for conspiracy and fraud in relation to the man- 
agement of the late Royal British Bank, viz: 


Ist Overt Act.—Publishing a false report for the half year to Decem- 
ber 31, 1855, declaring a dividend of 6 per cent., and that new shares 
would be issued at a premium. 2d Overt Act.—Is:uing new shares, know- 
ing the bank to be in a failing condition. 3d Overt Act—Publishing a 
false balance-sheet for the year—false in the amount of assets, in the pro- 
vision for bad debts, and in the profits and loss account. 4th Overt Act.— 
Paying a dividend when no profit was made. 5th Overt Act—Buying 
the bink shares with the bank’s money to keep up the price. 6th Overt 
Act.—Publishing a circular, September 10, 1855, to the shareholders, to 
induce them to buy new shares, when the bank was in a failing condition, 
7th Overt Act.—Publishing an advertisement inviting persons to open ac- 
counts when the bank was approaching insolvency. 8th Overt Act.—Pub- 
lishing an issue of 2,000 more shares when the bank was failing. 

The 2d count charged a similar conspiracy against customers and credi- 
tors of the bank, and contained seven overt acts similar to number 1 to 7 

.in the 1st count. The 3d count charged a similar conspiracy against the 
Queen’s subjects generally. The overt acts were the same as in the 1st 
count. The 4th count charged a conspiracy to cheat and defraud such of 
the shareholders as were ignorant of the true state of the bank, by indue- 
ing them, by false pretences, to purchase and hold additional shares in the 
bank, the defendants knowing the bank to be in a bad and dangerous 
condition and approaching insolvency, and that the shares were unsafe, and 
might be ruinous to the holders. The overt acts were the same as Nos. 1 
to 5 in the Ist count. The 5th count charged a similar conspiracy against 
the Queen’s subjects generally. The overt acts were the same as Nos 4, 5, 
and 7 in the Ist count. The 6th and last count charged a general conspi- 
racy to cheat and defraud John Arundel, and several other persons named, 
of their mouey. 

Among the parties implicated was Mr. Henry Dunning McLeod. author 
of a work on the “ Principles of Banking.” We extract from Lord Camp- 
bell’s remarks as follows: 

Lord Campbell said, “I shall first pass sentence upon you, Humphrey 
Brown, Edward Esdaile, and Hugh Innes Cameron. After a long, and, I 
hope, impartial trial, you have been convicted by a jury of your country, 
upon the clearest evidence, of an infamous crime. You were charged with 
conspiring to deceive and defraud the shareholders of the bank to which 
you belonged, by false representations, and it is clear that you did so. I 
acquit you of having originated this bank with the fraudulent intent to 
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cheat the public; but it is now demonstrated that for years you have carried 
on asystem of deliberate fraud, and fabricated documents for the purpose of 
deceiving the public, for your own direct, or indirect benefit. It would be 
a disgrace to the law of any country if this were not a crime to be pun- 
ished. It is not a mere breach of contract with the shareholders or custo- 
mers of the bank, but it is a criminal conspiracy to do what would in- 
evitably lead to great public mischief, in the ruin of families, and reduc- 
ing the widow and orphan from affluence to destitution; I regret to say, 
that in mitigation of your offence, it was said that it was a common prac- 
tice. Unfortunately, a laxity has been introduced into certain commercial 
dealings, not from any defect in the law, but from the law not being put in 
force ; and practices have been adopted, without bringing a consciousness 
of shame, and I fear without much loss of character among those with 
whom they associate. It was time a stop should be put to such a system, 
and this information was properly filed by Her Majesty’s Attorney-General, 
and the jury have properly found you guilty. I hope it will now be known 
that such practices are illegal, and will not only give rise to punishment, 
but that no length of investigation, no intricacies of accounts, and no de- 
vices, will be able to shield such practices. On account of this being the 
first prosecution of this nature, I pronounce a milder sentence than I oth- 
erwise should; but the mildest sentence that I can pronounce upon you, 
Humphrey Brown, Edward Egdaile, and Hugh Innes Comeron, is that you 
be imprisoned in the Queen’s Prison for one year.” 

Humphrey Brown, late Member of Parliament, Hugh Innes Cameron, 
the Bank Manager, and Edward Esdaile, for their “ infamous crime,” as 
stated by Lord Campbell in his sentence, were sent to the Queen’s prison 
for one year, as misdemeanants of the first class; Richard Hartley Ken- 
nedy, Alderman of London, received nine months; William Daniel Owen, 
six months; Henry Dunning McLeod, three months, and John Stapleton. 
was fined one shilling. These sentences are almost universally considered 
as tov light for the enormity of the offence. 

It will, however, answer every purpose that a more severe punishment 
would. The men are crushed forever. They will no longer figure as 
M. P.’s London aldermen, or bank directors; and they will no longer 
walk the Stock Exchange. All managers of banks, railroads, and other 
joint stock concerns will see the handwriting on the wall, will hear the 
voice of Lord Campbell sentencing the British bank directors for an “ in- 
famous crime,” whenever they are tempted to issue a false report, declare a 
dividend out of capital stock, and tell shareholders and the public that 
their concern is doing well and making money, when it is doing neither. 

We have had, no doubt, in this country and in this State, cases parallel 
to that of the Royal British Bank, viz: a concerted plan to deceive the 
public as to the true condition of a bank; and we think the judgment in 
the present case none too severe. 
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MASSACHUSETTS ANNUAL BANK REPORT. 


Extracts FROM THE ANNUAL Report OF THE BANK CoMMISSIONERS OF 
MASSACHUSETTS TO THE SECRETARY OF THE COMMONWEALTH, OCTOBER, 
1857. 


On y four months have elapsed since we entered upon the duties of the 
commission ; our field of observation has therefore been quite a limited 
one. Consequently, we are not sure that it may not be deemed somewhat 
presuming in us to attempt to offer suggestions that would come pertinently 
enough from Commissioners of longer experience. Brief, however, as our 
term of service as yet has been, there are certain points that have presented 
themselves, during this short period, so prominently to our notice, that we 
cannot forbear alluding to them, even though it be at the risk of doing it 
but imperfectly. 

First of all, then, it has been a matter, we can hardly say of surprise, 
but certainly of no little regret, to find how small an amount of specie is 
held by the banks generally (and especially by some out of the metropolis), 
in proportion to their liabilities. In yeply to our remonstrances on this 
point, the ground usually assumed is, thgt#here is little or no danger of any 
extraordinary immediate demand, and that the specie, beyond a very 
limited amount, is so much capital unemployed, and consequently unpro- 
ductive. This is an insufficient pretext, and exposes many otherwise well- 
conducted institutions to hazards which they ought not to be willing to incur. 
All banks are liable to unexpected demands for large amounts of specie ; 
emergencies might arise when not a few of them would be called upon, 
without a day’s warning, for more coin than they usually have within their 
vaults; and should a financial disturbance occur, and a panic suddenly 
ensue, the inevitable consequence must be suspension. 

It is the part of prudence and sound policy to keep the ratio of specie 
to circulation as large as possible, certainly much larger than it usually is. 
The confidence which the public repose in the proper management of our 
banks, ought not to be impaired by any indifference, much less by any 
neglect, in regard to a matter of such vital importance. Constant and 
well-directed efforts should be put forth to increase the aggregate of specie 
in the State; and those who are intrusted with the management of our 
banks, should be determined to meet the just expectations of the commu- 
nity, and to pursue such a policy, in the future, as will insure to the insti- 
tutions under their charge alarger amount of coin, daily and weekly, than 
the official returns exhibit, or the Commissioners generally find. 

It is true, the law prescribes no ratio of specie to liabilities; and 
although it presumes there is, it does not, except by implication, require 
that there shall be, permanently, a dollar’s worth of gold or silver in the 
keeping of any bank in the State. Ought this so to be? 

It may be a question then, worthy of consideration, whether it is not 
expedient to prescribe by legislative enactment, some definite amount of 
specie, proportioned to capital, or to circulation and deposits, below which 
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this item in the immediate resources of a bank shall never be suffered to 
fall. It would be advisable, probably, to regulate this amount with refer- 
ence to capital rather than circulation and deposits, inasmuch as the latter 
are constantly fluctuating ; whereas, the former being a fixed sum, the 
requisite ratio of specie thereto could never be a subject of uncertainty. 
Directors—Another matter that has somewhat astonished us, is the 
apparent indifference manifested by stockholders* in regard to the manage- 
ment of the banks in which they are concerned. In a large majority of 
eases, the annual meetings for the choice of officers and the transaction of 
other important business, are attended by very few persons, and in many 
instances by nobody but the Directors, who thus become at last a self-con- 
stituted board of management. And this not unfrequently occurs in banks 
where they really have little pecuniary interest, their whole investment 
consisting of a small number of shares, and, in some cases, of only a single 
share. We know that in most of the instances where persons have been 
selected as Directors who have so little at stake as is comprised in one 
share, the choice has been made in consideration of their peculiar fitness for 
the trust; they are usually men of known integrity, discretion and business 
talent, and who, on account of such qualities, enjoy the confidence of the 
public. Nevertheless, we believe that, as a general rule, it is safest to in- 
trust the direction of such institutions to men who have most at stake in 
the corporations which they are called upon to manage. We aiso find 
that the instances are very rare in which any examinations are made 
by stockholders’ committees, independent of those made by Directors. We 
believe that examinations by stockholders, as often as once a year, are 
always expedient, and sometimes quite necessary. And when this impor- 
tant work is entered upon, it should not be prosecuted as a matter of form 
merely, but it should be thorough and complete—an earnest desire to 
ascertain the true condition of the institution, and the manner and spirit in 
which its business is conducted, impelling to the performance of the duty. 
Loans to large Corporations—Some institutions, in making loans, 
evince a marked preference and partiality for Corporations, and for those 
partnerships or individuals who do a large and extended business. Now we 
submit the opinion, that, however unquestioned or even unquestionable the 
credit of these large concerns may be, or however desirable, as a matter of 
profit, their custom may be, it is safer, in all cases, and more politic, to dis- 
tribute the loan among as large a number of separate and unconnected 
parties as possible. In the first place, the contrary practice tends to debar 
many deserving, though unpretending individuals, from the benefits which 
banking institutions are designed to confer, without favor or partiality, 
upon all responsible persons who may require their aid ; and, in the next 
place, in case of any financial reverse, the liability to large losses is cer- 
tainly very much more diminished, where the loan is divided among many, 
in small amounts to each, than where it has been granted to a few, whatever 
their apparent strength may be. Experience is every day teaching us to 
place less and less reliance on the show of wealth and enterprise, to look 
more scrutinizingly into the substance, and to confide rather in the solid 





* Here, we think, is one of the fruitful causes of delinquency on the part of bank 
officers, If Directors were more careful of their trust, their agents would be more 
diligent and trustworthy.—Ed. B, M. 
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realities of industry, honesty, prudence and discretion, We consider this 
inclination of some of our banks to favor and to foster large concerns, to 
the exclusion of humbler, but oftentimes more meritorious ones, to be one 
of the most exceptionable features in the administration of banking affairs, 
as it certainly is one of the most repugnant to that rule of right and that 
spirit cf even-handed justice which ought to pervade all our inst#utions, and 
which, in a free country and among a self-governed people, is presumed to 
be their crowning merit. 

Loans out of the State—Another practice, similar in character and 
consequences to that which we have just been considering, and one which 
calls imperatively for correction, is that of making loans for the accommo- 
dation of distant parties, and in aid of remote enterprises, rather than of 
those nearer home. Such loans are usually made because of some fancied 
advantage from circulation, or from other tempting but fallacious consider- 
ations; they seldom rest on any substantial basis. Oftentimes the paper 
taken for them is “made” for the purpose ; and underneath it may be 
found, carefully locked up and put away in the “safe,” great parcels of 
nicely folded and neatly ornamented collateral, scarcely worth the room 
they occupy. Little is known of the real responsibilities of the parties ac- 
commodated, and still less of the utility of the enterprises or the probable 
issue of the speculations in which they are concerned. Already, in a num- 
ber of instances, these loans have resulted in heavy losses. 

The building up of western railroads, water-works, hotels, &., one 
would suppose, would present no very irresistible temptation to a prudent 
capitalist; yet we have been surprised to find bank directors, men of 
reputed sagacity too, not only ready to run these remote risks, but eager in 
the search for them ; while, at the same time, the applications of customers 
of admitted stability, living next door to the banking-house and offering 
good business paper, but who could not promise long circulation, and who 
would not pay exorbitant rates of exchange, were thrust aside, neglected or 
rejected. Now, whenever a charter is granted to a bank in this Common- 
wealth, it is mainly on the ground that the business of the place where the 
bank is to be established, requires the accommodation which such an insti- 
tution is presumed to afford. Can it be said to fulfil the very first condi- 
tions on which it obtained incorporation, when it neglects and tramples 
upon home interests to run after doubtful profits abroad? Is it too much 
to say, that by such conduct, it forfeits its claim to a continued existence ? 

While money is an object of trade, and is bought and sold, and hired 
and loaned like other commodities, it will command its value, whatever 
restrictions are imposed upon that trade, High rates of exchange, accord- 
ing to present prevailing practice, are but another name for high rates 
of interest. The various contrivances to get gain, that have been resorted 
to under the plea of the right to charge exchange, resolve themselves at 
last, simply into evasions of the usury laws ; and to remedy the abuses toler- 
ated in the name of exchange, recourse must be had, as it seems to us, to 
new regulations in regard to rates of interest. And this subject will, we 
presume, in due season occupy the minds of our legislators. 

Many of our banks are apt to extend their loans beyond the limits of 
prudence. The law in this Commonwealth allows any “bank to have an 
amount of loan equal to twice its capital stock; and it will be seen by 
reference to the abstracts on the preceding pages of this Report, that not a 
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few of them have been ready to avail themselves of this liberty to very 
nearly its full extent. We believe the amount allowed to be loaned by the 
banks might be restricted within narrower bounds, with advantage both to 
these institutions themselves, and to their customers, The former would be 
less liable to losses, the latter less tempted into imprudent speculations; 
and furthermore, there would be smaller opportunity for those extremes of 
expansion and contraction, which so often afford a specious groundwork for 
denunciation against the whole system of banking. Such denunciation is 
not always entirely unfounded, but we consider it to be generally ill- 
founded. . 

Usury Laws.—Another project of reform, having in view among other 
objects this same end of preventing extreme fluctuations in the extent of 
the facilities which banks are expected to afford, is to abolish the usury 
laws (at least so far as paper that is strictly commercial is concerned, but 
leaving the present rates of interest to be applied to loans on bonds and 
mortgages and to other contracts for long periods of time, and in which 
other rates are not stipulated), and to allow banks to raise or lower their 
rates of discount as circumstances may warrant—and thereby prevent that 
perplexing irregularity in the demand for bank accommodations which 
now frequently embarrasses the action of directors. In other countries 
this expedient has been tried—and, except in a few cases of palpable mis- 
management, has been found to work well, and to be followed by bene- 
ficial effects. It would undoubtedly tend to check that mischievous pro- 
pensity to overtrading and speculation, which has been so strongly dis- 
played in this country within the last few years, and which so often results 
in disastrous and deplorable consequences. 

The demand for money sometimes comes with such unexpected and 
overwhelming force as to be almost irresistible. It would be a great point 
gained, if means could be found to regulate and measure this demand. 
Might not the expedient here proposed tend to such an effect? It would 
certainly be very natural, when the price of money is found to be gradually 
rising, for business men to restrict themselves, more or less, in the use of 
it; they would hesitate about entering into new engagements; the calls 
for money becoming then less numerous and less urgent, the supply 
would soon equal or exceed the demand—and the rates of discount would 
decline. Under such a system: of things, the extreme fluctuations now so 
rauch complained of could not occur; changes in the price of money 
would not be so sudden and severe as they are apt to be now; and the 
demand upon the banks might perhaps be kept down at something like an 
even, uniform and calculable pressure. Such a consummation, by some 
means or other, is certainly most “devoutly to be wished.” 

Short Credits.—The attainment of this end (of uniformity in the de- 
mand for money) might, in our apprehension, be materially promoted, and 
a substantial relief be thereby afforded to the banks, by a general curtail- 
ment of credits throughout the entire business community. The system 
of long credits, which has of late prevailed so largely, tends to the accu- 
mulation of a great quantity of notes, all falling due at about the same 
time, and calling, when that period arrives, for an extraordinary amount of 
assistance from the banks. The general adoption of a system of short 
credits, on the other hand, would help to equalize payments, and enable 
the banks to keep their loans at a certain standard point which might be 
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steadily depended on, and which should approximate to uniformity for the 
successive months and seasons of the year. 

Restricted Circulation—Another measure proposed as a remedy for 
existing evils, or a help at least toward the desired end, is that of imposing 
more checks upon the issue of bank notes, and stronger restraints upon 
their circulation. We are convinced that a restriction upon circulation 
would be one of the most effective means that could be adopted to prevent 
undue expansion, and coincide fully in the opinion expressed by intelligent 
bank officers and men experienced in financial affairs, that one of | ‘the 
surest modes in which legislation can interpose for the accomplishment of 
this end, would be to limit the issue of bills, by any bank, to the amount 
of its capital stock. The law now permits their issue to the extent of 
twenty-five per cent. beyond that amount. Son.e reformers carry this idea 
so far as to wish to deprive the banks of the privilege of circulation alto- 
gether. Their scheme is to have bills issued through the agency of a State 
Department, and to make the Commonwealth responsible for all the paper 
curreney put forth under its authority. Others, of similar views and with 
the like aim, recommend only the suppression of small bills, and would be 
content with a prohibition of the issue of any bank notes of denominations 
less than five or ten dollars. 

We are not prepared to say that the suppression of small bills would 
not be a beginning in the right direction, nor that it might not ultimately 
work out a salutary reform. We are certain that it would relieve us of 
some of the evils incident to the kind of currency now in use, and remove 
some of the mischiefs which are such frequent subjects of complaint. But 
the prohibition of the issue of such notes, by the banks of this Common- 
wealth, would not suffice; we must go one step farther, and make it penal 
to pay or to receive, or to employ as currency in any form, the small notes 
issued in other States. Otherwise, we should be flooded with little bills 
poured in amongst us from sources beyond our borders, over which we can 
have no control. 

The same objection applies to several of the measures that have been 
proposed as remedies for the evils to which the banking system in this 
country is subject, that their adoption by one State would be of little avail, 
unless concurred in by other States. If all the States in the Union would 
codperate in a general effort to discontinue the use of small bills, undoubt- 
edly a substantial and lasting benefit would be gained. 

Finally, there are some who recommend that extreme measure, the last 
appliance when all others have failed, a forfeiture of charter, in every case 
where inordinate expansion, or other mismanagement, compels a bank to 
suspend its payments of specie. But this forfeiture, its advocates say, in 
order to operate ix terrorem with due effect, must be prescribed by an ex- 
press provision of the Constitution, so as to be beyond the control of legis- 
lative action, beyond the least uncertainty, beyond all chance of modifica- 
tion and all danger of favoritisin or partiality in its application. On this 
expedient it is unnecessary to comment; we simply name it in order to 
complete the enumeration. 

It will be observed that these several plans for avoiding the dangers 
and curing the evils incident to an imperfect system of banking, are quite 
different, one from another, in their modes of treatment; in their imme- 
diate effects, too, they must necessarily operate somewhat variously, how- 
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ever nearly they may agree in aiming at the same ultimate result. Each 
of them, no doubt, appears to its particular advocates sound in theory, and, 
as they will be ready to assert, safe and sure in its practical working. But 
mere theory is not to be trusted; and no prescription should be applied 
without a full and entire comprehension of the nature of the disease. 
Whatever treatment is resorted to, it should be such, if possible, as will 
effect a permanent cure. 

But after all, theorize and speculate as bank reformers may, the main- 
spring of most of the troubles flowing from our mode of conducting banks, 
is nearer home than is apt to be suspected, The final cause of many of the 
evils we have had under consideration, the inducing motive to a great 
part of the objectionable practices on which we have been commenting, is 
to be found in the fact that banks, of late, have been managed too much 
with a view merely to make money. To gratify stockholders by large divi- 
dends, rather than to accommodate with needed facilities those who desired 
to be and ought to be their customers, has been, in too many institutions, 
the prime and oftentimes the prevailing and almost exclusive consideration. 
This influence works silently —but, for the most part, very surely and very 
strongly. The troubles in which banking corporations find themselves in- 
volved, in many instances, are due solely to their over-anxious desire tu 
swell their profit account. Bank officers, especially those of limited expe- 
rience, are apt to be ambitious of being thought able financiers; and their 
eager haste to pile up profits leads them into courses at which far-sighted 
prudence would hesitate. 

It is this ambition which induces them at times to expand their loans 
to such an extent that they can hardly fail to include a considerable quan- 
tity of paper which, should a pressure occur, would prove unavailable. It 
is this which prompts them to seck for customers who do business on a 
larger scale than their means will justify, and who, therefore, when hard 
times come, must inevitably fail. It is this which tempts them to buy that 
doubtful paper which promises large returns in case certain speculations 
succeed, but brings ruinous results if they end in disappointment. It is 
this which inclines them to fill their “trunks” with packages of collateral, 
pleasant to the eye, but good for little else. It is this which bids them run 
after distant loans, for the uncertain advantages of long circulation, to the 
neglect of safe customers at home. It is this which urges unreasonable 
rates of exchange, and invents ingenious devices to evade the usury laws. 
In short, it is this which leads to all sorts of miscalculation and ill-advised 
adventure,—which overlooks small but sure profits in the hope of, and the 
strife for, great and speedy gains,—and which provokes a spirit of rivalry 
and contention among institutions whose best interests would be more 
surely promoted by mutual forbearance, harmony and concert of action. 

Let stockholders be content to receive, and bank officers to make, only 
the old-fashioned small, but sure and steady dividends, and we are confi- 
dent that a great portion of the unfortunate results of our banking opera- 
tions would certainly be avoided; bank stocks would speedily regain their 
full value and command their w onted price, and the whole sy stem would 
be restored to the confidence of the community, and be held in that high 
esteem and be viewed with that entire approbation, which are so desirable 
to its well being, and so essential and indispensable to its perpetuity. 





Massachusetts Annual Bank Report. 


SAVINGS BANKS OF MASSACHUSETTS. 


Extracts FROM THE ANNUAL Report oF THE BANK COMMISSIONERS OF 
Massacnusetts, October, 1857. 


Tue number of savings institutions in the Commonwealth is eighty- 
seven. These eighty-seven savings banks have more than one hundred and 
seventy-seven thousand depositors, and an amount of deposits exceeding 
thirty- -three millions of dollars. This sum is more, by nearly three millions 
of dollars, than one-half of the entire capital of all the banks in the Com- 
monwealth. A statement like this is suflicient to show the vast importance 
of these institutions, as subjects for legislative oversight, as well as for the 
most careful management on the part “of those who are immediately con- 
cerned in the administration of their affairs, 

To show the rapid growth of the savings banks within the last twenty 
years, we present the following figures: 

Number of depe eitors and amount of deposits in 1857..... .. 177,375 $33,015,756 
“ 1837....... 32,564 4,781,426 


Increase in twenty YCAVs.....+-ssssesseereresseseesrereeeeee 144,811 $28,234,330 


Being an average increase for each year of $1,411,716 50. 

Their growth during the last ten years has been still more remarkable— 
the average increase for each year having been $2,125,494 40, as the fig- 
ures below will show: 


Amount of deposits in 1857.......ccscereeseeeees secccsccsece eeeee $33,015,756 
BOE occccesansssscasvsessssne sssseee seoseee 11,780,812 


Increase in ten years ebatnibiaandeee Po) Ween rT eee $21,234,944 


Returns from savings banks were first required by law in the year 
1834. ‘The increase in the number of depositors and the amount of de- 
posits, from year to year, since that time, may be learned from the sub- 
joined tabular statement : 


Number of Amount Number of Amount 
Year. Depositors. of Deposits. “ear, Depositors. of Deposits. 


1834 24,956 $3,407,773 90 62,893 $10,680,933 10 
27,252 3,921,870 $3 63,312 11,780,812 74 
99,736 4,374,578 71 S 69,594 11,970,447 64 

32.564 4,781,426 71,629 12,111,553 64 
$3,063 4,819,392 5 1850 78,823 18,660,024 34 
5,608,158 75 $088 cs. cnsans- SRS 15,554,083 58 
87,470 5,819,553 1852. 97,353 18,401,307 86 
6,714,181 ESS 117,404 23,370,102 3:3 
6,900,451 7 1854 136,654 25,936,857 63 
6,935,547 07 ere 148,263 27,296,216 75 
49,699 8,261,345 165,484 80,373,447 36 
9,813,237 56 : 177,375 83,015,756 71 


It will be seen by the above, that the increase of deposits during the 
past year has been $2,642,309 35. ‘The increase the year before was 
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$3,077,230 61. The greatest increase in any one year was from 1852 to 
1853, when it was abmost five millions of dollars: 


SEL 
Sillilliscssisnetsmincnetiisianaiandauahiccsithiiacintin,” a 


Tncrease....ceccccccccccccccccescecccese $4,968,794 47 


The average amount due to each depositor, by the returns for this year, 
is $186 13, and a fraction over. 


SAVINGS BANKS OF MASSACHUSETTS. 


Name of Banks Examined No. Dep. Deposits. Surplus. Aver. Div, 

Lowell Five Cents Savings..............-.-- 2,340 $236,379 $2,312 5 
Worcester Five Cents Saving 1,078 29,504 230 
Mechanics’, “Worcester 1,724 857,826 24,180 
Millbury Savings Bank ...... piecak pecans 137 12,827 452 
Bristol County, Taunton 2,156 437,898 24,558 
North Brookfield Savings Bank 151 7,143 235 
Winchendon 150 7,655 870 
Fitchbury coe 9,099 434.646 2,660 
Southbridge a 631 96,916 4,360 
Lancaster 178,127 2,246 
Clinton 44,340 809 
Shelburne Five Cents . mets 8,900 008 
87.750 151 
Newburyport Institution for Savings......... 1,256,541 89,420 
East Cambridge Five Cents Savings Bank ... 26,811 805 
East Boston « s 86,423 2,697 
Dorchester Savings Bank ‘ 56,553 685 
Newton 14,083 970 
Quincy a 184,433 8,681 
Danvers 198,203 5,492 
Cambridgeport 43,830 2,990 
North Adams “ 84,018 7ST 
Berkshire County, Pittsfield. ...... 127,000 1,433 
Nantucket Savings Bank $41,000 8,424 
Roxbury « : 373,237 9,716 
Rockport « 14,612 891 
Lynn “ a 244,833 7,988 
Salem Five Cents “ é 141,723 2,060 
Warren, Charlestown eo 802,140 53,430 
Worcester County Savings Bank 1,998,266 88,130 
Waltham 77,004 1,668 
Springfield 0S 676,351 7,218 


on 


s 
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The Commissioners take pleasure in stating that the “general conduct ” 
of the savings banks, so far as they have had opportunity to become ac- 
quainted with it, is satisfactory ; and their condition, in the main, is safe 
and prosperous. They appear, in almost every instance, to be managed 
with commendable prudence and care. The number of illegal investments 
has been much diminished within a few years; and in the few cases where 
we now find them, assurances are always given to us that the proper 
change shall be made as soon as it can be effected without detriment to 
depositors. 

In some instances we have found cashiers of banks officiating also as 
treasurers of saving institutions. This combination of duties we regard as 
objectionable. Cashiers usually have quite as much work as they can 
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properly attend to, in discharging their duties to the bank with which they 
are connected; and in more than one instance, we have found the books of 
savings institutions not posted for some considerable time, and their ac- 
counts otherwise neglected—and the excuse offered was that the treasurer 
had not found time to attend to this business on account of his occupation 
as cashier. In the next place, we think that, as a general rule, there* 
should be as little connection as possible between banks and savings insti- 
tutions; the two classes of corporations were created for quite distinct 
purposes, and for the benefit of different classes of people; the interests of 
the two may not always, nor often, be identical; and it is obvious that 
serious evils might sometimes result from that kind of union which is ef- 
fected when the affairs of each are administered by the same officer. We 
are gratified in being able to state that our suggestions on this point have 
been assented to by “the managers of savings institutions; and already, in 
one or two instances, the desired separation has taken place. 

Not only in regard to the internal administration of their affairs should 

savings institutions be kept as distinct as possible from banks of discount 

and circulation, but also in the nature and character of their business 
transactions. Each class has its appropriate sphere, and neither should en- 
croach upon the domain of the other. In a few instances we have noticed 
a disposition on the part of savings institutions to do a business which, we 
are inclined to think, does not legitimately belong to them, or w hich, at 
any rate, pertains more properly to the banks. We refer particularly to 
the discounting of commercial paper. Without entering upon the ques- 
tion of the legality of this practice, we consider that, as a matter of policy 
and safety, the business is one which savings banks ought to avoid. 

At all events, the purchasing of business paper by s savings banks is 
eensurable in every particular; and no apology, however plausible, ean 
excuse the act or mitigate the wrong. In one or two institutions we have 
found notes and acceptances of large mercantile houses, doing an extended 
business, which, upon inquiry, we ascertained had been bought for the 
savings banks by an agent or broker, employed for that purpose. In reply 
to our remonstrance, the justification attempted was a mere subterfuge; in 
truth, no valid defence can be urged in behalf of a proceeding so impolitic 
and hazardous, if not positively” unlawful. We have unreservedly con- 
demned the practice, and have received assurances that it will be aban- 
doned. 

We are happy to state that this new feature in our savings bank sys- 
tem does not prevail to a great extent; the cases in which it has presented 
itself to our notic? are exceptional and rare; and we cannot suppose that 
any serious design is cherished of ingrafting it hereafter upon a system 
about which the law has carefully placed so many safeguards. 

We have already indicated the great responsibility that attaches to 
those who are intrusted with the management of the savings institutions in 
this Commonwealth. Their rapid growth attests the confidence which the 
public repose in the wisdom and integrity of those who guide their course, 
Should they continue to grow for ten years to come in a ratio correspond- 
ing to their growth during the last ten years, they will by that time have 
well-nigh outstripped the “banks in the amount of capital which they will 
hold under their control. It must be remembered, too, that this vast 
amount of money is mainly the property of a class of persons who are 





794 Massachusetts Annual Bank Report. ' [April, 


less skilled in financial affairs than the majority of those who invest their 
surplus funds in bank stock, and who have therefore placed their reliance 
on the superior sagacity and judgment of others. It behooves the latter 
to see to it carefully and strictly that this confidence shall not prove to 
have been misplaced. They have under their charge, in this State, a por- 
tion of the earnings of nearly two hundred thousand persons. They 
should keep these savings completely beyond the risks of trade. Their line 
of duty has been clearly defined by legal enactments, and every savings 
bank should confine its operations within the sphere allotted to it by the 
law. Neither in its letter nor in its spirit should the law be evaded—much 
less transgressed. The great object is safety. To secure this, the charac- 
ter of the property in which savings banks may invest their funds has been 
carefully and definitely indicated by statute. ‘To their officers is committed 
the trust of making safe investments. The trust is a sacred one, and 
should never, in the slightest degree, be violated. 


G. W. RICHARDSON, 

ROGER 8. MOORE, 

HENRY P. SHED. 
Boston, October 3, 1857. 


——- 


Deap Lerrers.—We saw a few days since a draft drawn by a Cincinnati banker 
upon their Wall street banker, which had been drawn and mailed more than two years 
ago. The letter enclosing the draft was either misdirected or lost, and finally found 
its way to the Dead Letter office at Washington city. On being received by the 
writer, he ascertained a few days since that the draft is worthless, The drawer had failed 
more than a year since, and his account with his New York banker soon after closed. 
There are some precautions necessary in the correspondence between bankers which 
should never be overlooked. 1st. Every letter should have in small type or in a stamp, 
the name of the party sending it, so that in case of misdirection (or non-payment of 
postage, as it occasionally occurs) it may be returned to the writer promptly. Sec- 
ondly, it should have the name of the State printed to which it is to be sent. Where 
letters pass frequently between the same parties, the whole address should be distinctly 
printed on them. This obviates many of the risks of the mails, arising from careless- 
ness and haste of the writers, and from the neglect and carelessness of bank clerks. 


CoxTents oF DEAD Letrers.—We have already published the number of dead 
letters which contained money, amounting to nearly 350,000 during the past year, 
and the fact that about nine-tenths of the treasure had been, through the agency of 
the department, restored to its rightful owners. From the connecting branch of the 
same office the following interesting particulars are derived: The number of dead let- 
ters containing articles of value other than money, registered and sent out for delivery 
to the owners during the six months ending 31st December, 1857, was 4,364, the 
eontents of which were as follows: Bills of exchange, drafts and letters of eredit, 
bonds, notes, checks, orders and treasury warrants, certificates of deposit, accounts 
and receipts, which, computed at their nominal value, amounted to $1,480,685 58. 
Also 307 deeds and land titles, 72 articles of agreement and policies of insurance, 42 
certificates of stock, 142 pension papers and land warrants, 512 miscellaneous articles, 
and 120 daguerreotypes. Nearly all of the above letters, with their contents, have 
been delivered to their proper owners. A very large proportion of the valuable dead 
letters reach the Dead Letter office through the fault of the writers—either on account 
of misdirection, illegible writing, or neglect to prepay the postage.—Baltimore Sun. 
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BANKING IN GREAT BRITAIN. 


Report of the Select Committee of the House of Commons on the 
Bank Charter, dc. 


Views or Mr. Newmarcna, Joun Sruarr Mitt, Jonn G. Tessarp, 
George Warp Norman, Lorp Oversrone, N. ALExanper, D, B. 
CHAPMAN. 


« Tur Select Committee was appointed to inquire into the operation of 
the Bank Act of 1844 (7 & 8 Vict. cap. 32), and of the Bank Acts for Ire- 
land and Scotland of 1845 (8 & 9 Vict. cap. 37 & 38). On the 12th of 
February, 1857, it was ordered that the Committee be a committee of 
secrecy, and that it should consist of twenty-one members. On the 11th 
March, in consequence of the dissolution of Parliament, the Committee 
was re-appointed, to consist of twenty-five members, viz., the Chancellor of 
the Exchequer, Sir James Graham, Mr. Gladstone, Sir Charles Wood, Mr. 
Wilson, Sir Francis Baring, Mr. Weguelin, Mr. Hankey, Mr. M. Tucker 
Smith, Mr. Hope Johnstone, Mr. Ennis, Mr. Fuller, the Earl of Gifford, 
Mr. Disraeli, Mr. Spooner, Mr. G. A. Hamilton, Mr. Glyn, Mr. Cayley, Mr. 
Vance, Mr. Hildy ard, Mr, Blackburn, Mr. Fergus, Mr. John Lewis Ricardo, 
Mr. Tite, and Mr. Ball. 

On the 30th July, 1857, the Committee reported, that they have 
agreed to report to the House the evidence they have received ; and as 
their investigation of the subject referred to-them is still incomplete, they 
recommend that a Select Committee be appointed to resume the inquiry in 
the ensuing session of Parliament. The witnesses examined were, Thomas 
Mathias Weguelin, M. P., Governor, and Sheffield Neave, Deputy Governor 
of the Bank of England ; William Newmarch, Secretary to the Globe 
Insurance Office; John Stuart Mill; John Gellibrand Hubbard ; George 
Ward Norman; Lord Overstone; Nathaniel Alexander, Indian merchant 5 
Jolin Tivells, banker ; David Barclay Chapman (Overend, Gurney & Co.), 
and Edward Capps. 

Messrs. T. M. Weguelin, M. P., and 8S. Neave, gave evidence to the 
effect, that the working of the Bank under the existing law has been satis- 
factory ; and no public inconvenience has resulted from it. Had the Act 
not been in existence, the Bank would have acted in the same manner. In 
the last two years there has been great demand for bullion for exporta- 
tion, so as to take all the produce of the gold-producing countries and 
£5,000,000 more besides, as shown in the following statement: 

The stock of bullion in the beginning of 1851, was— 

LEENA PEL AION ORE veseeee£14,453,000 


PUNE  siucssvanionsiseesetecsbossscansbehieedsssebaeinanan ‘ 377,000 
—_ £14,830,000 

The imports, since that time, sofar as they can be ascertained, have 

been as follows : 

Gold imported from the producing countries, such as Australia, 
California, Brazile and AMIGA, ..scicscsesccsescéssedccecesssacsecss 109,510,000 

Silver imported from the producing countries, such as Mexico, 
PONG, BGs casceccscass ieddepnicennssta tesdadinisvonsapesdiabaiansanten 25,820,000 


Total six years,.....es.e00 Ssscceecces shadhgpictdehassdin comseenes £150,160,000 
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Less bullion in the Bank at the end of 1856,— 
Gold, £10,103,000 
Silver, 127,000 
— 10,230,000 
Making the amount which in six years has been exported, 
taken into circulation or consumed in the arts,........... £139,930,000 


This estimate takes no account of the large sums which passed between 
this country and the Continent, in the course of the ordinary exchange ope- 
rations. The following is an estimate, showing the effect of the gold dis- 
coveries in adding to the European stock of gold, and the effect of the drain 
of silver to India and China, in diminishing the European stock of silver. 


* ‘ 
EstrmMatep INcrEASE OF THE European Srock or Bunion ry Srx YEARS, 
1851-1856. 
Exports to the East from 
Imports from Producing Great Britain and 
Countries, Mediterranean, 
Years. Gold. Silver. Gold, Silver, 
& £ £ £ 
1851 8,654,000 4,076,000 102,000 1,716,000 
1852 15,194,000 4,712,000 922,000 2,630,000 
Sor 22,435,000 4,355,000 974,000 5,559,000 
1854.......ccccccceeee 22,077,000 4,199,000 1,222,000 4,583,000 
19,875,000 3,717,000 1,192,000 7,934,000 
PR cndéncsaanansasan 21,275,000 4,761,000 479,000 14,108,000 


109,510,000 25,820,000 4,891,000 36,530,000 


GOLD. 


The total import of gold in six years, has been, say, £110,000,000 
The exports of gold bullion and British gold coin to India, China, 

Australia, the Cape, Brazils, the West Indies, United States ,&c., 

may be taken at 20,000,000 


Which would leave as the increase to the European stock 1 —_ gg ggg 990 
of gold ee 


SILVER. 


The exports of silver to India and China have been...... £36,530,000 


The imports from the producing countries 
10,717,000 


And the estimated increase in the European stock of bullion....... £79,290,000 


The internal gold circulation of this country has been increased, by 
about 30 per cent. The causes which have contributed to the demand for 
bullion were, the payment of the troops in the East ; greater imports of silk 
from China; foreign loans to Turkey and Sardinia; the disturbances in 
China diminishing the demand for manufactures, and also an undue pre- 
mium on gold, given by the Bank of France. Notwithstanding these 
causes, there has always been in the Bank, a supply of bullion sufficient 
to its wants. The lowest amount of bullion in the Bank of England in 
1825, was £1,261,000; in 1837, £3,831,000; in 1839, £2,406,000; 
in 1847, £8,313,000, and in 1856, £9,530,000. 

In order to sustain the stock of bullion, notwithstanding the demand 
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for the Continent, the Bank raised the rate of discount at various times, 
and placed restrictions upon the discount of bills, and upon the advances 
made upon stock, and other securities. 

The circulation of notes in the hands of the public is subject to quarterly 
fluctuations, to the extent of two millions and a half in notes, on the aver- 
age, the principal cause of which is the payment of the dividends. The 
lowest state of the reserve in the quarter, is about three weeks after the 
payment of the dividends, from that period it recovers, until within about a 
fortnight of the payment of the dividends, the circulation of notes is high- 
est in the autumn after harvest. At that period of the year, there is a 
demand for coin from Scotland and Ireland, to sustain their increased local 
circulation. Besides the increase of gold circulation, there has also been an 
increase in the smaller kind of notes. In 1851, the £5 and £10 notes 
were £9,362,000, and in 1856, they were £10,680,000, viz., £6,603,000 
in £5, and £4,077,000 in £10 notes. The simultaneous increase of the 
£5 notes and sovereigns, may be attributed to the increased wealth of the 
community, to the higher rate of wages that have been paid, to the greater 
amount of property held by a class probably above the laboring class, and 
also to the increase of the manufacturing population, shown by the greater 
quantity of exports. When the demand for bullion arises from domestic 
circumstances, affecting the active circulation and the reserve, the Bank is 
less affected than when the demand is for the exportation of bullion, because 
when it is for internal circulation, it speedily finds its way back again. 
There does not appear any reason connected with the state of the internal 
circulation, to require any alteration in the law. 

It would be inexpedient to place the issue department under the execu- 
tive Government, or under public commissioners, first, because it would 
cause probably a great pressure upon the Government, in times of scarcity 
of money, to enlarge the issue made upon securities. The Government 
would have to brave all the odium and the unpopularity of not increasing 
the issues when trade was suffering, which now the Bink has to bear. This 
might give rise to political excitement, and the limits of circulation would 
not be so safe, as being placed as it now is in the hands of the Bank of 
England. Moreover, the notes would not be exchanged so often as they 
now are. The average number of notes, now cancelled by the Bank, is 
28,000 a day; it goes up to 40,000. In lieu of the cancelled notes, new 
notes are issued bearing different numbers, which is a guarantee against 
forgery. The Bank being also a dealer in bullion, that business would be 
displaced, as the bullion would be presented wherever the issue department 
existed. The public would speedily get accustomed to a Mint note, or a 
Treasury note, but any alteration in the form of note is undesirable. 

The reason why £14,000,000 was fixed as the limit of the issue upon 
securities, was that the active circulation had never gone down below that, 
or even as low as £14,000,000. There has been a decrease of Jate in the 
circulation of the higher denominations of notes. In July, 1853, the joint- 
stock banks, and the private banks, paid each other by drafts upon the 
Bank of England, instead of by bank-notes. In May, 1854, the balances 
of the clearing-houses were settled by the transfer of drafts upon the Bank. 
Joint-stock banks were admitted to the clearing-houses shortly after, and 
in April, 1855, the customs duties were paid by the transfer of drafts ; since 
that time 69,000 payments have been made in that way. While the 
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multiplication of transactions throughout the country, and the increase of 
prices taken together, are causing a greater demand for the lower kinds of 
circulation, the increased banking facilities are diminishing the demand for 
the higher class of notes. It does not follow, therefore, that because there 
is now a greater amount of trade in the country, it would necessarily be safe 
to increase the limits of issue upon securities which formerly was fixed. 
The two points have no relation. In 1851, the amount of notes from £200 
to £1,000 was £4,557,000, and in 1855, it was £3,459,600; in 1856, 
they were £3,323,000; in 1851, the amount of notes from £20 to £100 
was £5,554,000; in 1855, £5,706,000, and in 1856, £5,645,000. Were 
the iimits of circulation extended to £16,000,000, the effect would be either 
that those £2,000,000 would be held in the reserve of the Bank, or, in case 
of an adverse "exchange the bullion held by the Bank would be pro tanto 
exported. There would be no advantage in extending the present issue, 
and it would diminish the amount of actual reserve of bullion in the 
country. 

It would be expedient to put an end to the issue of the lower denomi- 
nation of notes in Scotland. It is desirable that the retail transactions of 
the country should be carried on by coin rather than by paper, because the 
coin in circulation in the country, forms a reserve in cases of great demand 
upon the resources of bullion in the country, during times of war, and pos- 
sibly also in times of failure of crops; and tue issues of notes of so small 
an amount as £1 or £2 is attended with very great risk of forgery. The 
total amount of gold coin in circulation may be estimated at £33,000,000, 
or £36,000.000, which, with the 30 per cent. added to itsince 1851, would 
make £45,000,000 to £50,000,000. The smaller denomination of notes, 
as far as the experience of the Bank of England goes, pass amongst a dif- 
ferent class, not so intelligent a class, a class that is not able to distinguish. 
There is more difficulty in following them, the transition is more rapid, and 
they are not returned to the bankers so quickly. 

The duties which the Bank discharge, as bankers to the Government, 
are first, to conduct the circulation ; second, to manage the public debt, 
and third, to aid in the collection of the revenue, to make payments for the 
Government as bankers, and, when the Government require them, to make 
them advances. Ist. As regards the issue, the Bank has lent the Govern- 
ment £11,015,000, and it has the profit of the issue of £14,600,000. The 
amount of issues upon securities being £14,000,000, taken in round num- 
bers, as yielding an interest of 3 per cent., gives £420,000. Against that 
there are to be set off £120,000, which is paid to the Government, and 
£60,000 as the commutation of stamp duties previously paid. The expenses 
are about £160,000, and the sum paid back to the public £180,000, leav- 
ing a profit of about £80,000, exclusive of the profit upon bullion and 
foreign coin, which varies from "£20 ,000 to £40,000 in a year. The net 
result, therefore, may be taken as varying between £80,000 and £120,000 
ayear. For the management of the debt, the Bank receives, under the 
Acts of Parliament, £450 per million up to £600,000,000, and beyond that 
amount £300 per million. The total amount of that is, in round numbers, 
about £247,000. Against that there are charges to be set amounting to 
£124,000. In round numbers there is about £124,000 profit to the Bank 
upon the management of the public debt. The profits are divided into 
three items, First, the profit upon issue, strictly so called, £80,000 a year; 
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second, the profit upon bullion and foreign coin, varying between £20,000 
and £40,000 a year; and the third, the profit upon the management of the 
public debt, which amounts to £123,000 a year. The Bank discharges 
strictly the function of bankers to the Government as a private banker does 
to his customer. They receive money and make payments, and have a cer- 
tain balance upon those accounts, which is considered the remuneration of 
the Bank for keeping those accounts. The Bank aid also in the collection 
of the revenue through their branches, and by sending clerks round to 
receive the money from collectors. The amount required to be set apart 
for the dividends on each quarter is about £5,800,000. On the first day 
of payments of the dividends the bankers generally take about £3,800,000. 
Then £2,000,000 extends over a short time, and is supplied to the Bank 
from day to day from the Exchequer as it is wanted. The Bank of Eng- 
land keep, moreover, on behalf of the public, upwards of forty accounts. 
The profits to the Bank through its relation to the Government consist of 
those three heads already enumerated. In the opinion of Mr. Weguelin, 
the relative position between the Bank and the Government is, and ought to 
be, that of a private banker towards his customer, tosome extent. The Bank 
ought to keep the spare cash of his customer. The joint stock banks, on 
the other hand, invite a large deposit by offering a certain rate of interest 
for the deposit. This the Bank could not do, as it would foree the Bank 
to invest its reserve much more closely than it does now. The Bank looks 
at the deposits as the last resort of the country in time of pressure, and 
any thing which created very high competition, or dealings of a speculative 
character on the part of the Bank, would be attended with risk to the pub- 
lic interest. 

The law respecting the English country banks pointed to a gradual 
extinction of their issue, but no advantages would arise from it. It would 
be difficult to substitute in all cases the same amount of circulation with 
Bank of England notes or Government notes for the amount of country 
circulation. The Jaw as it at present exists gives a practical monopoly to the 
existing banks, and discourages the establishment of new banks, inasmuch 
as they would not have the power of issue. Upon the question whether 
it would be desirable to allow existing country banks and new country 
banks to issue paper against either securities or bullion, without reference 
to the limits fixed by the Act, Mr. Weguelin thought that the effect of 
country banks being allowed to increase their present amount of circulation 
upon securities, would be tantamount to allowing the Bank of England to 
issue more than £14,000,000 upon securities, It would be difficult to put 
the country banks of England in the same position as the banks of Ireland 
and Scotland; that is, to give them the power of issuing any addition to 
their fixed legal limit against bullion. There is a want of uniformity, and 
there is a want of security for the issue of country banks, The Bank of 
England deposits Government security for the whole amount of its author- 
ized issues, and so should the country banks. The present mode of taking 
the average of the country bank circulation is such that they are never able 
to avail themselves of their total authorized amount. The creditor upon 
notes should have preference over other creditors of the bank upon running 
accounts or deposits, because whilst the depositor enters into a voluntary 
trust with his banker, a note which circulates from hand to hand is re- 
ceived generally in payment by the public. 
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The reserve of notes and gold in the Bank has never descended below 
£3,000,000. In times of scarcity of money, the Bank was enabled to keep 
aminimum of about one-fourth of the deposits, varying up to one-third, 
and in times of abundance of capital the reserve was considerably larger in 
proportion. In order to maintain, or restore its reserve, the best measures 
are charging high rates upon bills “discounted, so as to render the value of 
money higher i in this country, and putting a restraint upon the terms of 
the bills discounted. The sale of public securities by the Bank is no more 
than the transfer of the capital of the Bank from one species of security to 
another. When a drain exists, the anxiety to increase the stock of bullion 
is not to secure the convertibility of the note, but because more bullion is 
the basis of a larger issue of notes, and an increased issue of notes is desir- 
able with reference to the state of the reserve. ‘The fluctuation of the bul- 
lion, which is the index of the fluctuations of the wants of the commerce 
of the country, must be the measure of the fluctuations of the reserve. A 
law which should provide that over and above an issue upon a fixed 
amount of securities, or bullion, there might be a further issue upon secu- 
rities limited by a certain rate of interest, the same to increase as the stock 
of bullion in the Bank diminished, would have the effect of increasing the 
issue upon securities upon the only safeguard of the high rate of interest. 
Upon the whole, the restrictions upon bills, other than the simple raising 
of the rate of discount, are quite as important and effective in restoring the 
exchanges as the measure of raising the rate of interest. If the Bank were 
permitted to issue upon securities at certain high rates of interest, rising in 
proportion to the declension of the bullion, ‘that would be likely to have 
the advantage of preventing the public e ntertaining any apprehension of 
an absolute want of eash for carrying on the transactions of the country ; 
but to obviate the evil, the state of the exchanges must be in favor of the 
country ; though the exchanges may be brought right by the high rate of 
interest. The provision of the law for the issue of £14,000,000 absolutely, 

‘upon securities, has the effect, that when money is abundant, and the issue 
upon gold might be sufficient, the issue has a tendency to run down the 
rate of interest to an extremely low point, by making money redundant. 

The Bank of England receives for its advances of £11, 000,000 the low 
rate of three per cent. interest, representing something in the nature of an 
equivale nt to the country for the privileges which it enjoys. In consider- 
ation of the privilege of “ exclusive banking,” and the exemption from stamp 
duty, the Bank pays £180,000 per annum. The privileges of exclusive 
banking are now confined entirely to the issue of £14,000,000 of notes 
upon securities, and what is called the legal tender, which, however, is of no 
value to the Bank now, inasmuch as the amount is fixed to which they 
can issue notes upon securities. The actual profit upon the issue depart- 
ment is three per cent. The profits upon bullion and foreign coin are partly 
made up from the 1$d. an ounce aliowed to the Bank, and partly from the 
profit, sfrictly mercantile, which the Bank makes in dealing i in foreign coin, 
The Bank buys gold at 77s. 9d., and it issues sovereigns at 77s. 103d. Of 
course it has to coin the bullion, and the loss by the time occupied in 
coining the bullion is expressed by the difference of 1$d. an ounce which 
the public pay. The capacity in which the Bank manages the national 
debt is as follows: There is a clause in all the loan acts under which the 
Bank is constituted a corporation until the loan is paid off. The inference 
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is, that by that clause the legislature intended to make the Bank in a 
measure trustees between the State and the public creditor; and the effect 
would be that the Bank must retain its corporate capacity until the whole 
national debt is paid off. It might also have been meant to afford to the 
public creditor the security of the Bank over and above that of the State ; 
but such an additional security would not be necessary at the present day. 
The money contract as to the price to be paid to the Bank by the public 
rests upon the same foundations, upon a parliamentary contract. In the 
mode in which the public debt of this country is managed, no other public 
body at this moment is qualified to undertake it; and, if it were practicable 
to arrange for the keeping of the public moneys by any agency of any 
existing body or combination of bodies other than the Bank of England, the 
security would not be equal to what it is at present. ; 

The governor and deputy-governor are not considered in the light of 
directors ; there are twenty-four directors and two governors; there must 
be eight new directors every year, but the governcr and the deputy-governor 
remain in two years. There are in fact thirty-two directors, of whom eight 
are out by rotation; and unless any accidental circumstances prevent they 
are always re-elected, or rather recommended for re-election. It would be 
advisable to reduce the rotation from eight to six, or to four. The weekly 
accounts are brought up to the Saturday previous to the Friday’s Gazette 
in which the accounts are published. The accounts might be brought up 
to the Wednesday night, provided the Gazette is not published before two 
or three o’clock in the afternoon. 

The Bank of England has a limited power over the money market 
during certain periods of the quarter when the balances are accumulating, 
and when there is no money to be had except at the Bank. Then it has a 
certain power of raising the rate of interest, but that again finds its level 
the moment the public moneys come out in the shape of dividends. The 
rate of discount is principally determined by the relation which the floating | 
capital of the country bears to the amount of the advances upon mercantile 
paper atany given time, The Bank has no power over the rate of interest 
which refers to investments of a permanent character. Oscillations in the 
rate of discount are injurious, but they are unavoidable. 

The lowest amount of active circulation since the passing of the Act of 
1844, was £16,736,000 on the 30th December 1848, not including bank 
post bills. It is not likely that the active circulation may go lower than 
that amount. The privilege to extend the issue by £475,000 did not 
strengthen the position of the Bank, but enabled it to export £475,000 
more gold. In 1844, when £14,000,000 was fixed, there was no expecta- 
tion that the active circulation would go down as low as £14,000,000. It 
was expected to remain at about £18,000,000. The object of the Act was 
to have always an amount of at least £3,000,000 to £4,000,000 of active 
circulation issued upon bullion, keeping £14,000,000 as the amount issued 
upon securities, If £16,500,000 was issued upon securities, it is possible 
that the active circulation might go to that sum, and then the Bank 
might be drained of every sovereign, having £16,500,000 only upon 
securities. 

The liabilities of the Bank consist of the notes issued, and of their de- 
posits. The real reserve of the Bank is the bullion which it holds, beyond 
the £14,000,000 issued upon securities. Whatever demand is made upon 
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the Bank, the Bank must meet it in gold. The circulation of a country is 
the smallest amount of money which, under the particular circumstances of 
the country, is necessary for conducting its trade. It is so much abstracted 
from the portion of its capital, yielding profit for the purpose of performing 
the duty of circulating commodities and making payments. The more 

erfect a banking system is, the more the circulation will be economized. 

Vhen there is an adverse exchange, and a drain for bullion, the whole 
pressure of that drain comes upon the reserve in the first instance. So 
long as convertibility is maintained with care, a mixed circulation of gold 
and paper will follow the same rules precisely as a circulation exclusively 
of gold. The metallic circulation is kept as a reserve, for the event of a 
sevete pressure; in which case we could get, relief by substituting at the 
moment £1 or £2 notes for the gold circulation. Such a change of notes 
for gold might easily be effected, by Government issuing notes of £1 
for wages and other payments. Provided the convertibility of the note is 
maintained, it makes no difference whether the notes are small or large, 
except that it would be necessary to retain a larger propertion of reserved 
bullion in case of issuing £1 or £2 notes than is necessary upon issuing 
the present denomination of notes; because the holders of a low denomina- 
tion of notes are more subject to panic and to sudden influences. In 1825 
the Bank issued £1 and £2 notes at a time when it was drained of bullion, 
and those notes were accepted by the public with great confidence, and 
they were the means of alleviating the great want of circulation which ex- 
isted at the time. 

Looking back to the time when joint-stock banks were established in 
England, it will be found that 76 joint-stock banks of issue, independently 
of banks of deposit, were established in six years, and notwithstanding the 
competition for the circulation which must have arisen, it does not appear 
that there was any material increase in the aggregate circulation of the 
country. In 1833 it was £36,035,244; in 1837, £36,163,306, except in 
April 1836, when it was £39.500,000. This shows that bankers have no 
power to increase their circulation, though they may create a certain amount 
of capital which may be applicable to works of a speculative character. The 
amount of circulation is not determined by the will of the Bank of England 
nor by that of country issuers, but by the wants of the public from time to 
time. The Bank of England cannot contract materially the active circula- 
tion in London. It is not possible for the Bank to regulate its circulation 
according to the state of the exchanges. The drain acts upon their reserve 
of bullion, and they are obliged, therefore, to attend to the causes of that 
drain so as to protect the reserve; but the active circulation has not been 
much affected by the measures of restriction adopted. Supposing the Bank 
were to attempt to withhold the notes for the purpose of reducing the cir- 
culation, the depositors would claim gold instead of notes. 

A bank purely of issue would not have as much facility for managing 
the circulation as a bank of ordinary business, including the deposit business, 
like the Bank of England. The business of the Bank might proceed in the 
same way as it does now if the issue department were entirely separated 
from it; but it would not be so convenient. The distinction between the 
two departments is merely a separation and division of the accounts. No 
advantage would accrue from a central bank of issue, so long as the legis- 
lature are satisfied that the Bank does not issue more than is warranted by 
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law. The legislature cannot limit the amount of the circulation, though it 
can say that a certain portion of the active circulation only shall be a credit 
circulation. Were the Government to attempt to absorb the whole circu- 
lation of the country, the profit would be almost absorbed by the expensive 
machinery that would become necessary. 

Looking at the form in which the Bank accounts are kept in the return 
for the 9th of May, it appears that the issue department consisted, on the 
credit side, of Government debt and securities to the amount of £14,475,000, 
and of bullion to the amount of £9,092,945, making a total of £23,567,945. 
That is balanced by the notes issued to the same amount, which constitutes 
the liability on the part of the Bank, with the exception, however, of the 
notes in reserve, £4,226,335, reducing, by that amount, the liability of the 
Bank to the sum in the hands of the pnblic, viz. £19,341,590. Then, with 
respect to the banking department on the debtor's side, there is first the 
proprietors’ capital, next is the rest constituting the entire available capital 
of the Bank, then the deposit, and the seven day and other bills; those 
constitute the whole liabilities of the Bank, excepting the circulation in the 
hands of the public, making an entire liability of £53,217,322. On the 

‘other side there are Government securities, other securities, and the remain- 
der is notes and gold and silver coin, which, with the securities and bullion, 
come to £53,217,322. Unless the two accounts of the Bank are combined 
and read together, they are all a contradiction. Notes which are nota 
legal tender are passed off as the reserve of the Bank; and in order to 
make them a legal tender, and to constitute them a real reserve, the bank- 
ing department 1s combined with the issue department, and the bullion in 
the issue department is adopted as the reserve of the banking department. 
One of the objects of the Bank Act was to enforce upon the Bank the 
keeping of a certain amount of bullion, which, under any circumstances, 
it would be prudent that the Bank should hold. Now the circulation of 
the Bank of England is about one-half of the circulation of the whole 
country, including Ireland and Scotland, being about £19,000,000, or 
£20,000,000 out of £38,000,000. This Act, however, took no step with 
the view of securing in like manner the remaining half of the circulation, 
except as regards the Bank of Ireland, and also in limiting the amount of 
the circulation to the amount then issued. There were in 1844, in England, 
208 private banks of issue, and 72 joint stock banks of issue, and, without 
any inquiry into their solvency, they received an actual monopoly of the 
circulation, without giving any security whatever for the security of their 
notes; so that while it took security from the only bank of which we knew 
any thing, it took no security from the 300 banks of which we knew 
nothing, and had no means of knowing any thing. Since 1844, twenty- 
one private banks and six joint-stock banks have failed; their aggregate 
issue being £800,000. The compounding clause has proved a failure; 
only eight private banks out of 208, and not one joint-stock bank have 
availed themselves of it. 

Prior to the Act of 1844, the circulation of the joint-stock banks in- 
creased in proportion as that of the private banks diminished ; but after 
1846 the circulation of the joint-stock banks did not increase in proportion 
to the decrease of private banks. The circulation of the private banks has 
fallen from about £8,500,000 in 1833, and £4,505,823 in 1846, to 
£3,761,062, and the circulation of the joint-stock banks remained exactly 
what it was, £3,159,608. 
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If it is the policy of the legislature to require security for the converti- 
bility of the note, it does not seem consistent that no security whatever 
should be taken from country banks, who offer necessarily less security and 
less publicity than the Bank of England does. 

Mr. William Newmarch gave evidence as follows :—If by issues of the 
Bank is meant the circulation of the notes of the Bank in the hands of the 
public, it is not in the power of the Bank to determine what the amount of 
the outstanding circulation shall be. There is no reason why the bullion 
reserve of the Bank should be cut in two, and one portion of the reserve 
assigned as a specific security for the note holder. The Act of 1844 should 
be repealed as far as regards the Bank of England. ‘The increase of the 
bullion reserve of the Bank, since 1844, has not been owing to the opera- 
tion of the Bank Act, but to the effect of the influxes of gold from Russia, 
Australia, and California. The separation of the Bank into two depart- 
ments has operated mischievously. It has unnecessarily divided the re- 
serve of bullion in two, and so diminished the amount. It has caused more 
frequent changes in the rate of discount charged upon advances. “The 
alterations since 1844 have been 60 in number, whereas the alterations 
prior to 1844, in the same space of time did not amount to a dozen. In 
consequence also of the operation of that Act, when the reserve accumu- 
lated, the rate of interest has been unduly reduced. Such rate should never 
be less than four per cent. It would be desirable that the reserve of bullion 
kept by the Bank should not be less than £10,000,000 or £12,000,000, and 
that it should be never lower than £8,000,000; but it should not be de- 
fined by Act of Parliament. It should be an understanding between the 
Government and the Bank. It would not be desirable to give to the 
Government the power of allowing the Bank, under peculiar circumstances, 
to issue notes in excess of the present limit. The executive government 
should not interfere with the Bank, or limit the circulation. 

There is no reason why the circulation of country bankers should be 
withdrawn or extinguished. It is very questionable whether the cessation 
of country bank issues, and the substitution of country bank notes by 
Bank of England notes, would tend to the benefit of the Bank of England. 
Country bankers have no power of extending their issues. The restrictions 
imposed by the Acts of 1844 and 1845 should be removed. There is no 
reason why country bankers should give security for one part of their lia- 
bilities to the exclusion of another. The same refers to banks in Scotland 
and Ireland. The introduction of £1 notes in England would be regarded 
with great horror, but it would not be desirable to interfere with it in Scot- 
land or Ireland. 

The amount of the issue of paper does not exercise any influence upon 
prices, The amount of gold coin in circulation in the United Kingdom is 
as much as £70,000,000, and the effect of the influx of gold from California 
and Australia has been to increase the amount by £20,000,000. ‘There is 
no connection between the variations in the amount of bill circulation and 
the variations in the bank-note circulation; but whenever there is any 
pressure upon the money market, as indicated by a rise in the rate of dis- 
count, then the volume of the bill circulation is very much increased, and 
vice versa. 

Although in the long run the Bank has no power of either lowering or 
raising the rate of discount, it may so far exert a power over the rate in 
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certain conditions of the market. The effect of a rise in the rate of dis- 
count is partly in increasing the charge on commercial transactions, but 
more especially in placing difficulties in the way of them. 

One of the modes which the country banker uses for supplying his 
limitation of issues, is by circulating endorsed bills. In Lancashire, nearly 
all the operations are carried on in that way ; there are no local notes, and 
a comparatively small circulation of Bank of England notes. These bills 
come to London, and have a circulation over the whole country. 

The present form of the Bank accounts is the consequence of the sepa- 
ration of the two departments in the Bank. The amount of notes issued 
from the issue department to the banking department are not a liability 
on the part of the Bank of England. Their liability is only for those 
notes which have gone beyond the walls of the establishment, and are in 
the hands of the public. The mode in which the Bank accounts are now 
kept tends to give undue importance to the functions of notes. The 
accounts should present to the public all the variations in the Bank assets 
as they really are, as variations in the bullion, and not variations in the 
notes. 

The following questions were put to Mr. Newmarch on the question of 
introducing £1 notes into England and Wales: 

You know of no reason why the Scotch and Irish banks should be in- 
terfered with in their £1 note circulation ?—Not at all. 

But you hold a strong opinion that the same principle should not be 
extended to England ?—As regards £1 notes, I think we ought to have no 
£1 notes here. 

Is that because people have a prejudice against them, or because you 
think they would not effect the same object they do in Scotland and Ire- 
Jand? I think sovereigns are certainly a better medium of circulation than 
£1 notes. In Scotland and Ireland, where they had £1 notes a long time, 
the people of those countries have a very strong opinion in favor of their re- 
tention. In this country, we have happily got rid of them ; and the intro- 
duction of £1 notes would be a novelty ; and 1 think there is no adequate 
reason why we should disturb the present state of things. 

Is it not the fact, that the Scotch and Irish bankers derive a large profit 
from their circulation, and therefore, according to the principle which you 
so well expressed, the public also, through the banks, derive a great benefit 
by the economy which they obtain in the use of their £1 notes to a safe 
extent ?—Yes, but I endeavored to explain, that there is a marked differ- 
ence in the character of the banks in Scotland and Ireland as compared 
with those of this country. In Scotland and Ireland the circulation is in 
the hands of very large and wealthy and ancient banks, having extensive 
ramifications through the whole country, which is not the case in this 
’ country. There are considerations of general policy affecting this ques- 
tion beyond the mere question of profit. Ifthe only object was to obtain 
out of the paper circulation as much profit as could possibly be extracted 
out of it, then of course the most profitable thing would be to have £1 notes 
in England and Wales. 

As much profit as can be extracted out of it with full security, for the 
convertibility of the paper, and for its performing all the functions for what 
the circulation is required 7—Yes. 

The question being so defined, is there any reason why the security 
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which exists in Scotland and Ireland would not equally apply in Englangl ? 
— Yes, I think that there are reasons. 

Are you not aware that some of the largest Scotch banks, and banks 
which have the largest circulation, are banks which are of a comparatively 
recent origin, having been established within the last 20 years, such as the 
Union Bank of Scotland, the Western Bank, and the Clydesdale Banking 
Company and some others ?—~Ycs, that may be true. 

And no inconvenience has been found from their possessing the privilege 
of issuing those notes ?—Not in Scotland. 

Do you share the opinion which some persons entertain, that the mere 
factof having an extensive circulation of gold, for the smaller denomina- 
tions of payments, acts in any way as a security in case of a drain of bul- 
lion ?—A drain of bullion in this conntry always falls, in the first instance, 
almost wholly upon the central reserve, the Bank of England. I do not 
think the mere existence of a metallic circulation, in the different parts of 
the country, can be maintained to any great extent, merely on the ground 
of its being a reserve in case of an ordinary foreign drain, but it appears to 
me, that the considerations in favor of maintaining a large metallic circula- 
lation as a medium, in which all transactions ‘relating to the working 
classes are carried on, are of great importance, and I should be ver ry sorry 
to see it disturbed. 

But you know no reason for stating, that these particular transactions 
of banking are more imperfectly conducted in Scotland, in Glasgow, for in- 
stance, a large manufacturing district, than they are in Manchester, where 
there is a gold circulation ?—I prefer the mode of payment in Manchester 
to the mode of oper in Glasgow. 

As a matter of preference?—As a matter of preference, and I think 
the circumstances of the two countries are not the same. It is very true 
that you have in Scotland on the banks of the Clyde a very large active 
manufacturing population, but that is one ease in the course of the whole 
country, whereas in this country we have a succession of such masses of 
population. 

Is there not in Scotland a large mining district in Ayrshire, and a large 
manufacturing district in and around Glasgow, and another mining district 
in Falkirk, and another large manufacturing district in Dundee, and Mon- 
trose and Arbroath? In fact, a succession of masses of manufacturing popu- 
lation the same as you have in England ?—You have considerable seats of 
manufactures, but not such a succession of seats of manufactures, as you have 
in this country ; besides there is a tradition connected with it, there is some- 
thing in a Scotchman’s nature which makes him like £1 notes. He does 
not grumble at a £1 note. The dirtier the note is the better he likes it ; 
but that is not the case in England. We have not got the tradition, 
and the £1 note is one of the many advantages which Scotland has 
inherited. 

Then you admit that it is one of the advantages that Scotland has inhe- 
rited ?—No doubt if you have a £i note circulation perfectly secure, and 
perfectly free from panic and discredit, it is a cheaper and therefore a better 
mode of circulation. 

Then there is no reason in point of principle, why, if the circulation of 
£5 and upwards is valuable to a country by economizing its capital, that in 
point of principle the same advantage should not be extended to £1 notes? 


+ 
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—I should think the circulation of Utopia, whenever that state of things 
takes place, would be in £1 notes. 

Why stop at £1?—Mr. Wilson would go on and say why stop 
at Is. 

Has it not been found from experience in Scotland, and other coun- 
tries, that £1 is about the lowest limit to which you can advantageously 
go in conducting a paper circulation?--I have seen an Austrian note 
for 13d. 

Are there not dollar notes in Prussia ?—I believe there are. 

Are you aware that nearly the whole circulation of Prussia is conduct- 
ed by thaler notes ?—Yes, I believe the appetite for paper is something which 
goes on increasing. 

You do not discover any injury that is done to Scotland and Ireland, 
by its having been increased to the extent to which it has been in those 
countries ?—No, Scotland and Ireland are so far exceptions to the ordinary 
vices of £1 notes. 

You are aware that the Scotch banks have very numerous branches ?— 
Yes. 

And those notes are received equally all over the country without dis- 
crimination ?—I do not know that. I have been in Scotland, and I did 
not find that it was the same thing whether you had an Edinburgh note in 
a northern town, or whether you had a note issued by a banker in that 
northern town. I do not think the perfection amounts quite to that. 

You are aware that there are only seventeen banks in Scotland, and 
that the great bulk of these, almost the whole of them, are Edinburgh and 
Glasgow banks ?—Yes, they have branches. 

Those banks have no less than 603 branches at the present moment ? 
—Yes, 

And the notes issued originally from Glasgow and Edinburgh are dealt 
in by all those branches, so that the whole ‘circulation of the country is 
conducted by notes issued in Glasgow and Edinburgh, but administered 
through these various branches ?—I do not know the exact modus operandi 
of carrying it on. Ido not know whether the notes are not issued locally 
by the branches, and bear the signature of the branch manager, or whether 
all the notes bear the signature of a person in Edinburgh. 

You are not informed that the whole of the notes in Seotland are, in 
point of fact, issued from the head establishment, and that the branches 
issue no notes at all ?—It may be so. I have no doubt it is so, if you so 
describe it. 

The exchanges with India were in favor of this country, notwithstand- 
ing the large amount of bullion that is continually transmitted to the East. 
In 1855, the export of goods from the United Kingdom had risen to 
£10,350,000 and the India House drafts were £3,700,000, making a total 
£14,050,000. The value of our imports then was £12, 670 ,000, leaving 
£1,380,000 in our favor as regards the direct trade between the two coun- 
tries. But the exchanges are also effected by the indirect trade. China is 
generally a debtor to India; £12,000,000 has been subscribed for Indian 
railways, though only £2,000,000 or £3,000,000 have been sent for that 
purpose, 

The convertibility of tle note affects the advances, and not the issue of 
notes. The act of 1844 placed a restriction upon the accommodation 


SS 
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given to the public, in so far that the public has not had the advantage of 
the whole of the resources possessed by the Bank of England. The reserve 
is cut in two, and the Bank is compelled to carry on its business with only 
half its natural resources. The state of things Mr. Newmarch would like 
to see established is, that the Bank of England should act as in former 
times; that the Bank of England should be placed on the responsibility of 
its own discretion ; that it should have, on the one hand, to restrain the 
responsibility arising out of the whole of its liabilities, and that it should 
have, on the other hand, the resources arising from the whole of its assets, 
and beyond this, there should not be any law, but that there should be 
something like a tradition or an understanding that the rate of discount of 
the Bank should never be lower than 4 per cent. The amount of funds 
constantly employed in the money market is something like £120,000,000 
and of that sum 15 or 20 per cent. is wielded by the Bank of England. 
Therefore its influence in the market is very great. 

Mr. John Stuart Mill gave the following evidence. There should not 
be any restriction by law on the issue of notes, except that of convertibility, 
The present Act has worked well in one particular case only; viz., ina 
certain stage of a period of over-speculation and over-trading. At all other, 
times it has either had no effect at all, or a bad effect. A larger reserve is 
now required than was formerly thought necessary. The effect of the Act 
is, that whenever any drain, however small or temporary, commences, the 
Bank will be likely, with the present reserve in the banking establishment, 
at once to contract its discount, or to sell securities in a manner which, if 
the Act had not existed, it would only do in the case of a very consider- 
able drain. The separation of the two departments has a great influence 
on the Bank’s rate of interest, and the most prejudicial part of the whole. 
It is of not much consequence whether there is one bank of issue, or many, 
in the country ; but inasmuch as there have always been many, it is desir- 
able that there should be. If there was to be one bank of issue only, that 
bank should not be the Government itself. The present restriction upon 
issue should be removed both from the Bank of England and from all 
other banks. It is much better that there should be no notes below £5, 
because this retains the quantity of gold in the country, which may be used 
to replenish the banking reserve in case of necessity, without waiting for the 
slower process of its importation. Besides £1 notes are more liable to pro- 
duce evils from over-issue. 

The cause of the large exports of silver to India and China is the great 
increase of production and exportation from the East, and the habits of the 
people of India of hoarding. On one occasion, in Madras, at a time of 
great commercial distress, the natives sent in their silver ornaments to be 
coined, Money which goes into the form of ornaments, and is hoarded in 
that form, is brought out when there is a high rate of interest, and goes 
back again when the rate of interest falls. The exports of silver to India 
and China in six years have been £36,530,000, and the imports from the 
producing countries have been £25,820,000, making the amount of silver 
abstracted from the European stock in the six years, £10,700,000, which 
is at the rate of £1,600,000 in a year, a drain which is likely to continue, 
and may eventually oblige countries whose standard is now silver, to 
adopt a gold standard. The circulation of silver in France was about 
£120,000,000, but is not quite so much now. 
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The whole theory of the Bank Act is erroneous; but the part which 
experience has overset is chiefly that which turned upon inattention to the 
effect which the Bank produces by its deposits. The Act has not answered 
the purpose which its promoters had in view, and it would be better to re- 
peal it. The convertibility of the note is safe in any case. The Bank 
always would take care of itself. 

Mr. John Gellibrand Hubbard gave the following evidence: The effect 
of the separation of the Bank into two departments has been, both in a 
scientific and a practical view, of the utmost importance and highly bene- 
ficial. It has been so in a scientific view, because the effect of the separa- 
tion was to give a legal affirmation to the true character of currency by 
removing it from being confounded with bills of exchange, with promis- 
sory notes, with deposits and with book debts, and, in fact, from the whole 
category of mere banking expedients and representatives of credit. Then, 
in a practical point of view, it has been highly beneficial, because it has 
enabled the Bank of England to give its attention to those concerns to 
which alone a banker ought to direct, his attention, namely, to a considera- 
tion of his liability upon his deposit accounts, and the claims likely to be 
made upon him for advances by his various customers. There is no incon- 
venience from the cutting in two of the bullion. The note reserve to 
bullion in the banking department consists of mere vouchers for so mueh 
bullion in the issue department. The reserve in the banking department 
of the Bank represents the uninvested deposits of the Bank which it holds 
at the call of its constituents. The separation of the departments is an ar- 
rangement auxiliary to the limitation of the issue of notes. By the opera- 
tion of the Act, the bank has kept a greater reserve of bullion. The 
average amount ‘of bullion held by the Bank in the ten years ending 1844 
was under £7,000,000. The average amount held since 1844 in ten years 
is £15,000,000. To prove that this has not been the effect of greater im- 
portations of gold, it appears, that whereas, previously to 1844, when there 
were £6, 000,000 or £7,000,000 of bullion, the prevalent rate of interest 
was four per cent. the same rate has prevailed since 1844, when the 
amount of bullion has been between £12,000,000 and £16,000,000. 
The Act has operated so as to compel the Bank to keep a minimum 
reserve of not less than £8,000,000. The assertions that under the Act of 
1844, the power or the disposition of the Bank to accommodate the public 
has been diminished, or that the Act has placed any disadvantageous re- 
strictions upon the Bank during the progress of the war, were severally 
disproved. 

Neither the Bank of England ner any other bank has the power of 
increasing its circulation at will. A Bank of England note is a legal tender 
in the banking department of the Bank; and the Act of 1844 takes out of 
the Bank of England the banking department, and makes it distinct and 
separate from the issue department. If the banking department had not 
the power of giving a bank note as a legal tender, it would not be in the 
position that the legislature aimed at, as being a distinct and perfect bank 
as regards all banking purposes. There is no clashing between the two 
provisions of 1833 and 1844. 

As regards the form of the accounts, a great deal too much information 
is given to the public, because the public has not yet arrived at a due un- 
derstanding of it. A great deal of mischief occurred in 1847 from the 
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want of due apprehension of the meaning of the Bank accounts. The 
weekly publication should be limited to a balance-sheet of the state of the 
issue department. 

It would be very desirable to have a uniform currency for all England 
and Wales, even if it went no further, by applying legislatively or com- 
pulsorily the permissive clauses of Sir Robert Peel’s Act, applying also some 
means of purchasing the right, the value of which is assessed by the Act. 
The evil arising from the country banks’ issue is that there is always an 
element of uncertainty in the payment of their notes, inasmuch as no 
security is given by them. For instance, a Scotch note in London is worth 
3d.Mess than its nominal value. More than 19s. 9d. cannot be had for a 
£1 note, because it is not payable in London. And there is the incon- 
venience of having conflicting expressions of the currency of the country. 
But however desirable it might be to require the country banks to give 
some security, it is hardly worth while to propose any measure short of a 
general absorption of country notes. The Bank of England represents the 
central bank of issue for national purposes, and is the best possible medium 
through which paper money can be issued ; and the business itself could 
not be so well managed by the department of the Government as it is by 
the Bank of England, as a separate independent body, acting with the con- 
currence of the Government, and responsible to the legislature of the coun- 
try. It would be a most unfortunate experiment for any Government to 
make to take the very delicate office of regulating the issue of credit paper 
into its own hands. The Bank of England performs three perfectly distinct 
functions at present. It is a bank of issue. It is a banking body, ora 
bank of deposit, and is the paymaster of the public dividends. Ifa general 
measure were adopted, and one circulation were made to prevail over the 
whole United Kingdom, it might then be a legitimate means of making up 
for the annihilation of £1 notes in Scotland and Ireland, to substitute notes 
of some intermediate amount, say £2 or £3. 

There is a disadvantage in small notes. They are more liable to be 
forged. Also, the lower the scale of intelligence of the people amongst 
whom notes circulate, the greater is their readiness upon any provocation, 
or without any provocation, to rush and demand gold for notes. A drain 
is more likely to arise from £1 notes, than from £5 and £10 notes; and, 
in times of panic, the run upon the banks is chiefly by the note holders ; 
yet there is no powerful reason to induce the legislature to interfere with 
the £1 note circulation in Ireland or Scotland. The permission to pass 
Bank of England notes when their own right of issue is exhausted would 
be a great convenience to the Scotch banks if they condescended to it. 
Then the Bank of England note should be made a legal tender in Scotland 
and Ireland. The Act requires no amendment. For all essentials it is 
perfectly sound. 

The great distinction made by the Act of 1844 has been by limitation 
of the credit issues, and by cutting away altogether the possibility of an 
arbitrary creation of currency. Capital cannot be arbitrarily created; and 
the credit capital of the country, which is one of the highest efforts of 
financial ingenuity based upon national credit, cannot be extended beyond 
a certain point; there must be a limit to it. The Bank Act, by putting a 
strong and distinct limitation to the issue of credit paper in this country, 
has converted that credit paper into capital. This was done by rescinding 
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the right of credit issue, and saying that every note shall be represented by 
gold. 
The operation of the Bank of France giving a premium for gold, is this. 

The Bank of France are anxious to show a large amount of bullion in their 
coffers, and they therefore offer a premium upon gold; but that premium 
is not upon all gold, it is upon bar gold. The consequence of their offering 
a premium of six per mille upon bar gold was, that the demand was 
answered in the first instance by the simple process of melting down 
napoleons into bars, and taking the bars to the mint for sale. The Bank 
found that their demand was so quickly answered that it was not accom- 
plishing their purpose. They said, “ This is a French stamp upon the bar, 
it does not answer our purpose to be taking in bars made from our own 
napolecns. You must bring us foreign bars.” Their wishes were then met 
by the transmission of napoleons from Paris to London, and their conversion 
into bars in London, and by the transmission of those bars to Paris with an 
English stamp upon them. But the next objection was, “ The stamp upon 
these bars is very fresh, you must have taken our gold from Paris to make 
them with. We will not buy any bars of you that are not of considerable 
age. They must have the rust of time upon them,” and then their demand 
was answered by the transmission of more napoleons from Paris to London, 
and by the exchange of the new bars, into which they were converted, for 
old bars at a very slizht difference. The old bars were then taken to Paris, 
and the six per mille was still received by the diligent operator. That 
plan has been maintained ever since, and the only practical effect is this, 
that the Bank pay very largely for a temporary exhibition of so much more 
bullion. 

Mr. George Warde Norman said, he approved thoroughly of the prin- 
ciple of the Act of 1844. In the United States, in consequence of over 
issue, the notes fell to ten per cent. discount, though they were convertible. 
There is the broadest distinction between the issue of bank-notes, which are 
money, and ordinary business, and whilst legislation is called for the one it 
is not for the other. 

Lord Overstone said, that he had always approved of the policy of the 
Act of 1844, and that approval has year by year gained strength by the 

strong verification of the soundness of its principles, which has been derived 
from the consecutive course of public monetary events. His opinion is, 
Ist, that the supply of the current coin, that is, the money of the realm, 
ought to be entirely separated from banking business, which is simply 
trading in money. 2nd. Bank-notes should be treated as tokens, or repre- 
sentatives of the current coin, that is, of the metallic money of the country. 
3d. The coins are maintained at their proper amount and value by 
virtue of the intrinsic value of the metal of which they consist. The 
paper notes, or certificates, ought to be preserved at their proper value, by 
making them, under all circumstances, conform in amount to the coins, or 
metallic circulation which they represent. 4th. The sole privilege of coin- 
ing money, whether copper, silver, gold, or paper, ought to be vested in one 
institution established for that exclusive purpose, and subject to strict regu- 
lation of law. No share of such privilege ought to be conceded in any form 
to banks, or to private individuals, 5th. All profit arising fromm the issue of 
paper certificates, that is, bank-notes, in place of coin of intrinsic value, 
ought to be appropriated to the public exchequer, and ought not to be 
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directed to the benefit of banks or any other concerns. 6th. Perfect freedom 
of competition should be established in the business of banking, correctly 
understood, and effectually distinguished from the function of coining, or 
from that of issuing paper tokens, or representatives of coin, that is, bank- 
notes, because the undue issue of paper notes is not restricted by that in- 
trinsic value which effectually regulates the issue of metallic money. The 
paper money of the country, under the Act of 1844, conforms strictly in 
amount and consequent value to a metallic circulation. Those fluctuations 
of amount, and those only which would occur under a purely metallic circu- 
lation, can and will occur under our present mixed circulation of gold and 
paper, as regulated by the Act of 1844. These being his conclusions on 
the true character and functions of money, Lord Overstone showed the 
operation of the Act since 1844, the provisions of which, viz., the separa- 
tion of the accounts, and the positive restriction of the amount of paper 
issue, constitute the only real and effectual distinctions between the mone- 
tary difficulties and dangers which attended every period of drain previous 
to 1844, and the striking contrast which the subsequent period presents. 
The present, system of country issue, which exists in the United Kingdom, 
is a complete anomaly. At the time when the Act of 1844 was passed 
there were two modes of dealing with the subject which might have been 
taken. One would have been to have endeavored, by a bold act at the 
time, to eliminate the whole of that anomalous system of country issues 
from the monetary system of the country ; the other course was to trust to 
the absorption of them by the gradual process of natural causes. Sir Robert 
Peel thought the latter the wiser course to take, and it is better to follow out 
his policy ; but of course nothing must be done to extend or to strengthen 
those country issues. There is a decided objection against introducing £1 
notes into England. As to what is stated with respect to the variations in 
the rate of discount, and the high rate of discount, which are attributed to 
the operation of the Act, first, a high rate of discount is not necessarily an 
evil, and next it is not to be attributed to the operation of the Act. The 
wonder is, considering the immense increase of trade in the country, that 
the rate of interest is not higher than it is. The rate of discount was at 
different periods as follows: In 1783 Consols fell from 68 to 54; omnium, 
from a premium of 8 per cent. to below par. In 1797 Consols fell below 
50. In 1799 the rate of discount at Hamburgh rose to 15 per cent. Pre- 
vious to the repeal of the usury law, the rate of discount could not avowedly 
exceed 5 per cent. In 1826 paper was discounted at from 14 to 3 per cent. 
per month, that is at a rate of from 18 to 36 per cent. per annum. In 1821 
the rate of interest upon loans at call was 5 per cent. ; in 1822. in the lat- 
ter part, it was 2} per cent.; again, in 1824, in the early part, ‘the rate “4 
interest was 2 per cent.; in 1825, in the early part, it was 5 per cent. ; 
1826, in the middle, it was 5 per cent.; and again in 1827, in the middle 
part, it was down to 2 per cent.; in 1838, in the middle part of the year, 
it was 24 per cent.; in 1839, in the latter part, it had risen to 55 per 
cent., then the partial suspension of the usury law had begun to come into 
action. In 1840, the latter part, it was 5 per cent.; in 1843 it was 2 per 
cent., and even below 1} per cent. 

Being asked by Sir James Graham, whether he was politically con- 
nected with Sir Robert Peel, in the framing of the Act of 1844, Lord 
Overstoine said that he had no connection, political or social, with Sir 
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Robert Peel. Te never exchanged one word upon the subject of this Act 
with Sir Robert Peel, either directly or indirectly. His support of the Act 
was entirely, and purely, from a genuine conviction that it was founded 
upon the soundest principles, and that it has produced to this country in- 
estimable benefit. The evidence of Lord Overstone comprised an elaborate 
defence of the Act of 1844, and a minute examination of the circumstances 
attending the panics of 1783, 1793, 1825, 1837, 1839, and 1847. 

Mr. Nathanicl Alexander did not think that any bank-note ought to be 
issued as legal tender without the party issuing it having gold to pay it 
with, consequently, he did not approve of that part of the Act which enabled 
the Bank to issue notes upon security, and at the same time required those 
notes so issued to be payable in gold. The notes now issued upon security 
should not belong to the Bank of England at all; they should be issued by 
the Government, and should not be convertible into gold. In 1847, but for 
the letter issued by the Government, the Bank could not have gone on at 
all. The market value of Government stock and Bank stocks on the 23d 
October, 1847, as compared with their market value on the 1st February, 
1847, showed a depreciation of Government securities of £93,824,217 ; 
dock shares, £1,094,714 ; canals, £252,574; and railways, £19,579,820. 
This amounts from £110,000,000 to £112,000,000; but every sort of 
mercantile commodity fell in the same proportion. Between January and 
October, 1847, there was a contraction of credit, represented by a fall in 
prices of £300,000,000. Yetin the panic of 1847, the social value of the 
bank-note was higher than ever. There was no want of confidence in the 
Bank, but the panic was occasioned by the fact, that the Bank acting under 
these strict rules, could not issue any notes, or fill up the void. To remedy 
these panics, the Government should, through some officer of theirs, manu- 
facture and hand over to the Bank of England a certain amount of notes 
under the control of an Act of Parliament, the Bank giving security as 
regards their issue. These notes to be like the notes of the Bank of Eng- 
land, a legal tender; they would be similar to any other description of the 
Government floating paper, they would be receivable by the Government 
in payment of every due. It should be at the discretion of the Bank 
when to apply for those notes from the Government, upon the discount of 
their securities. As regards the country banks of England, unless their 
notes were made legal tender, it is better not to interfere with them at all. 

Mr. John Twells said: In 1783 there was a great pressure, and in the 
years 1793, 1794, and 1795, From 1793 to 1797, the pressure was very 
extreme. In 1797 gold was first allowed to be exported, and to be used 
up by the jewellers, which was prohibited before. In 1816 we passed from 
a conjoint standard of silver and gold to a gold standard only. The bank- 
note was then not convertible. The oscillations in the rates of discount 
were not so frequent then as they are now. The regular rate was 5 per 
cent., this continued from 1800 to 1822; in 1793 the Bank of England 
began to issue £5 notes. 

In 1797, the distress was great. A few months before 1797, King 
George IIL, in going to the House of Lords, was hooted and insulted a 
good deal, Taxation was collected with great difficulty. In 1800, there 
was a great scarcity of corn. In 1797, in consequence of the Bank Re- 
striction Act, several gigantic works were commenced, such as the East 
and West India Docks, and the Grand Junction Canal. The country had 





814 Banking in Great Britain. [April, 


now got an instrument of exchange, which gave them as it were tools to 
work with with confidence. Subsequently to that, upon the passing of the 
Act of 1816 and 1819, there was great distress. If you compare the dates, 
and the state of the country, you may see cause and effect following each 
other with very great exactness. Whenever there has been a plentiful 
issue, there has been prosperity ; withdraw it, and you find distress. In 
1823 again, the distress was caused by the export of gold. In 1826, the 
distress was very great, owing to an alteration in the time of issuing small 
notes. That continued down to 1830. Then arose the panic in 1836 and 
1837, which also took place in consequence of the irregularity in the cur- 
rency. From 1819 the rates have changed from forty to fifty times. Be- 
fore that period we had no changes. 

In answer to the question, “ How do you think that the Act of 1844 
has operated?” Mr. Twells answered: “If I were to answer you as a 
banker, I should say that it has operated exceedingly well, for it has afford- 
ed a rich harvest to bankers and capitalists of all kinds, but it has operated 
very badly to the honest industrious tradesman, who requires steadiness in 
the rate of discount, that he may be enabled to make his arrangements 
with confidence ; it must distress that class very much indeed. For large 
capitalists and bankers it is evident (there is no occasion to disguise the 
thing) that it has operated exceedingly well; it has made money-lending a 
most profitable pursuit for them. It enabled the Londun joint-stock banks to 
return trom 18 to 20 per cent. to their proprietors. They ought to support 
the Act of 1844 very strongly. But it pinches the tradesmen, and respect- 
able merchants who have not a large capital, and this is evident from the 
amazing quantity of their acceptances unpaid.” 

The £14,000,000 now issued against securities, should bear upon them 
the mark of the basis upon which they are issued. Instead of being 
promises to pay, they should be promises to receive in aid of all the taxes. 
There would then be only £4,000,000, or £5,000,000, or £6,000,000, pro- 
bably, issued upon gold. Perhaps then the issue of Exchequer notes might 
be for £20,000,000. There is a great variety of opinions of the present 
system among the commercial public. Many are very much discontented, 
and many prudent, cautious, respectable persons, have withdrawn very 
much indeed. Others are carrying on a prodigious trade in exports and 
imports, to an extent far beyond what their capital justifies them in doing. 
The country bank circulation is now in a very satisfactory state. There 
are between’ 200 and 300 country banks, their average circulation does not 
amount to £30,000 each. But they deal in bills of exchange to the extent 
of £120,000,000 or £130,000,000. 

The Government notes might be issued by the Bank of England. It 
would be necessary to alter the words, instead of I promise to pay, and 
insert something of the same kind as is inserted in an Exchequer bill pay- 
able for receipts of taxes. This issue would prevent a drain of bullion, 
when it is required, and would give us a domestic currency, uninfluenced 
by any foreign transactions whatever. The value of the note would only 
be its passing for £5 for taxes. The term pound is a term of account. It 
is only recently that we have had the sovereigns which represent the pound. 
The pound was but a piece of paper with a superscription which gave it a 
value in the country, payable for all taxes. The pound in the time of 
Edward the First was worth 20s, 3d. Inthe 18th Edward III, it was 22s., 
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and in the 20th of Edward ITI. it was made 22s. 6d. In the 27th Edward 
IIT. it was made 25s., and in the 56th George III. it was made 66s. The 
depreciation of the assignats in France was produced by the excess of issue. 
The amount of them was £300,000,000: they could not receive them 
back; they could not get their taxation on account of the revolution, which 
was going on, therefore the assignats fell to nothing. 

Mr. David Barclay Chapman said, that in the rate of discount for 
mercantile paper, the market rate is affected by the Bank rate, and the 
Bank rate is also at times affected by the market rate. When the demand 
for money is so considerable that the public have recourse to the Bank, 
the Bank have then the power very much of regulating the rate. When 
the quantity of notes in the hands of the public is low, then the Bank has 
a greater command of discount. It would be very undesirable to super- 
sede the country banks’ issue. The Bank has quite enough to do. The 
Act of 1844 has great merits as well as some defects. It places the issue 
of the circulating medium upon a definite basis, which is extremely desir- 
able. The provision of the Act which regulates the issues is a good one. 
Legislative provision ought also to be made, which would require a given 
rate of interest according to the state of the bullion, that matter being at 
present at the discretion of the Bank. When the bullion is £10,000,000 
the rate should be 5 per cent. and soon, The rate the bills of exchange float 
at is £100,090,000 to £120,000,000. Whenever the circulation, which 
generally averages between £18,500,000 and £19,500,000, falls inuch below 
that amount, there ought to be a power lodged somewhere to give the relief 
required to carry on the settlement of the monetary concerns of the coun- 
try. This power should not be lodged with the Bank directors. The 
auxiliary issue should then be made under a certain increasing rate of in- 
terest, governed by the decreasing amount of bullion. 

Mr, Edward Capps said, that the general practice at present in the 
building trade is to build upon a large scale relying upon the demand for 
houses, when they have been built, and raising money upon mortgage as 
the buildings proceeded. Almost the whole of Belgravia and Tyburnia 
are built upon that principle. The money is thus principally borrowed. 
The present law influences the building trade, in the uncertainty of being 
able to carry through any undertaking. When you take a large plot of 
ground, involving perhaps the building of 100 or 200 houses, that under- 
taking cannot be got through in a moment. Perhaps you may have five or 
seven years given you; you may build perhaps ten houses a year, but 
before the undertaking is advanced much, a panic comes, and the means of 
carrying it out may be withdrawn, and all that you have laid out sacrificed. 
He thought the whole of our monetary system is wrong. We have got a 
wrong kind of pound, to begin with. He concurred with Mr. Twells’ sug- 
gestion as to the issue of £20,000,000 of inconvertible paper. The present 
system is unsound for the following reasons : 

First, because the currency, as an indispensable tool, or instrument of 
daily and hourly use, ought not, if it can be avoided, to be of such a nature 
as to render it liable to be withdrawn from its proper sphere of usefulness 
and action, for the sake of the material of which it is composed, putting 
thereby the subsistence of tens of thousands in jeopardy. 

Secondly, because you cannot accomplish with it an object which it is 
essential to accomplish in any country wherein direct taxation is much 
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employed to raise a revenue, viz., the repayment to the producers of goods 
of the taxation which those goods bear without increasing the metallic 
price of them. 

Thirdly, because gold is not the natural standard of value, as this sys- 
tem assumes, but a convenient measure of value only. 

Fourthly, because the metallic pound was unknown in this country until 
Sir Robert Peel established it. 

Fifthly, because the circulation founded upon these principles is incapa- 
ble of that necessary degree of expansion, which the constantly increasing 
quantities of goods render indispensable. 

Sixthly and lastly, because it hinders the production of wealth, and 
forbids the creation of that ample stock of all kinds of commodities which 
the people want to consume, and which their own labor would provide for 
them if they were not frustrated in their attempts, by the breaking down 
of the money system, as soon as their activities became fully engaged in 
production. 


RATES OF DISCOUNT FOR FIRST-CLASS BILLS AT THE UNDERMENTIONED PERIODS 
BROUGHT BEFORE THE COMMITTEE BY MR. CHAPMAN, 
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JOINT STOCK BANKS OF LONDON, JANUARY, 1858. 


Tue half-yearly meetings of the several joint-stock banks in London 
being now completed, the subjoined tables have been made up, exhibiting 
their respective capitals and extent of transactions, as well as the periods 
at which they were severally opened. The first table shows the capitals 
and liabilities, in the latter of which, instead of the usual large increase, 
there has been a diminution during ‘the past half-year of about 3} per 
cent. ‘The second table specifies the amount of each guarantee fund, the 
rate of distribution just declared, and the ratio of capital and guarantee 
fund to liabilities, while the third furnishes a statement of the progress of 
each establishment during the last ten years. 

Rate of Ratio of 
Dividend Capital and 


and Bonus Surplus 
per Annum, to Deposit. 


Per cent. Per cent. 


When 
Founded, 


Guarantee 
Funda, 


Deposit and 
Current 
Accounts, 


£ £ £ 


Paid-up 


Banks, Capital, 


London and Westmin- 
ster, six branches.... 
London Joint - Stock, 
one branch........... 
Union Bank of London, 
three branches 
London and County, 
sixty-five branches.. 
Commercial Bank of 
London, one branch. 
City Bank 
Bank of London, one 


1834 1,000,000 13,889,021 ‘ 14 


1836 600,000 10,737,580 187,014 


1839 600,000 9,645,913 150,000 


1839 500,000 105,000 
1839 


1855 


300,000 
300,000 


821,626 
1,382,933 


75,000 
22,000 


1855 300,000 
1855 150,000 


3,750,000 


1,114,843 4,587 


Unity Bank, 3 branches 139,774 ste 


41,271,115 708,197 


Ratio of 
Guarantee 
Fund 
to Current 
Liabilities, 


Dividend 
and Bonus 


per 
Annum, 


Per cent, 


Current and 
Deposit 
Accounts, 


Guarantee 
Fund. 


1847 
1852 
1857 


1847 
1852 t 
1857 
1847 
4 at 
1847 


1852 
1757 


1847 
1852 
1857 


London and Westminster....... ° 


London Joint-Stock. 
Union Bank of London 
London and County, 


Commercial Bank of London. | 


£ 
2,733,753 
5,581,706 
18,889,021 


1,971,912 
3,591,506 
10,737,580 
2,510,064 
4,268,438 
9,645,913 


1,225,120 
3,281,603 
3,533,425 
409,925 
964,177 
£21,626 


100,647 
109,164 
158,596 


123,759 
146,613 
187,014 


22,954 
50,000 
150,000 
17,386 
39.064 
105,000 
14,825 
28,968 
75,000 
52 


3°68 
1°95 
1:14 


627 
4°08 


Per cent, 
6 
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~ 
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SPECIE IMPORTS OF GREAT BRITAIN IN 1857. 


Tue following table gives the imports of specie and bullion into Great 
Britain in 1857. It omits the imports of gold in the hands of passengers 
from Australia, and the receipts of silver from the Continent :— 


From 
Month ending From From West Indies, Total from 
Australia, United States, Mexico, &c. all Quarters. 


1857: £ £ z £ 
January 31....... esccece 932,000 285,100 957,800 2,349,900 


1,132,800 254,700 177,000 1,708,000 

53 829,200 127,700 203,400 1,180,000 

April 25 1,430,200 172,000 480,700 2,215,000 
May 30.... 245,300 829,200 679,200 3,128,000 
June 27 1,174,300 1,621,400 843,800 3,704,800 
615,000 1,263,900 189,800 2,320,000 

August 29............... 1,148,700 1,478,400 708,800 3,410,000 
September 26........... 961,800 150,000 618,600 1,851,000 
October 31 1,604,300 21,000 707,200 2,514,000 
November 28 193,500 155,600 1,451,000 
December 26 1,385,600 412,000 2,853,000 


Below are the results for each of the four quarters and the whole of 1857, 
as well as for the two preceding years :— ; 


From 
From From West Indies, Total from 
Australia, United States. Mexico, &c. all Quarters. 


1857: £ £ £ £ 
First Quarter 2,894,000 667,500 1,335,200 5,237,000 
Second Quarter......... 2,849,800 2,622,600 2,003,700 8,047,800 
Third Quarter 2,728,500 2,892,300 1,516,700 7,581,000 
Fourth Quarter......... 3,150,400 1,600,200 1,274.800 7,818,000 

Total, 1857...... w+- £11,602,700 £7,782,600 £6,133,400 £28, 683,800 

Total, 1856......... . 10,247,400 8,592,900 6,818,500 25,633,000 

Total, 1855...... «--- 10,833,000 6,380,000 5,042,000 24,268,000 


The aggregate imports of specie and bullion in 1857 appear to have 
been about three millions more than in 1856, and nearly four and a half 
millions more than 1855. A point of considerable interest is the magni- 
tude and steadiness of the influx of gold from Australia, In 1857 the 
receipts from that quarter were £1,355,000 more than in 1856, and 
£720,000 more than in 1855, The Bank of England returns for the week 
ending February 10th, show an increase in bullion of £780,951, and in 
unemployed notes of £1,247,345. The London Bankers’ Circular, of 
February 9th, says :— 

“ The influx of gold into the Bank of England continues unabated, and owing to the immense 
supplies coming forward from Australia, it is generally imagined that the bullion in the Thread- 
needle Street vaults will soon attain a higher point than has been known for some years. Already 
it must exceed £16,000,000, and upwards of £10,000,000 is due from Victoria, in addition to the 
American and Mexican remittances, which now form an important item in the list of imports. 
The arrivals this week include the Austral, from Australia, with £41,136 ; the Ethiope, from Africa, 
with £12,224, and the Northumberland, from Australia, with £187,524. At present there are no 
indications of an increased demand for export, and the consignments to the Continent merely 


comprise a few thousands per wees, made in payments for small amounts of silver intended for 
the East.” 
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FINANCES OF TURKEY. 


(From the Correspondent of the London Times.) 





a CoNnsTANTINOPLE, January 16, 1858, 


Tue long-talked-of project of consolidation of the floating debt has at 
last seen daylight, and I send it you in extenso. In order to understand 
the nature of this project, I must first give your readers a short resumé of 
the different kinds of floating debt which are to be consolidated. They 
may be divided into three classes—the kaimés, the sehims, and the serghis. 

The kaimés are paper money properly so called ; they are a legal ten- 
der, and form the circulating medium for Constantinople and the neigh- 
borhood. They are of two kinds—kaimés of 10 and 20 piastres with- 
out interest, and kaimés of 100 to 1,000 piastres bearing an interest 
of 6 percent. According to the most current estimate, which I think is 
tolerably accurate, there are 250,000,000 of the first kind and 350,000,000 
of piastres of the second kind. 

The sehims are a kind of State obligation, but of a peculiar nature. 
The name is of ancient origin, but the thing which goes under this name is 
widely different from what it was originally. Anciently they were 10 per 
cent. annuities paid by the Government to persons who had made ad- 
vances of money in times of difficulty. They became extinct with the 
lives of the lenders, but, as the wants of the Government did not cease with 
them, new sehims were issued whenever the old ones fell due, and almost 
with each issue they changed something of their nature. Thus, from an- 
nuities dependent on the natural lives of the possessors, they became first 
annuities of 10 per cent. for 14 years, and the last simply represented Gov- 
ernment loans at a short date. One issue was made in the beginning of 
the war of 80,000,000 piastres, bearing 10 per cent., and repayable in 
three years, and was withdrawn in March last, when the Government sim- 
ply substituted the same amount of large kaimés bearing 6 per cent. An- 
other such issue was that of 100 millions at 8 per cent., likewise for three 
years, which took place last autumn, to pay some of the most: pressing ob- 
ligations of the War and Marine Departments. 

The sehims thus form the publie funds, in the strict sense of the word, 
in opposition to the kaimés, which are at the same time a circulating me- 
dium. The former are only rarely to be met with in the market, as they 
are much sought after by Turks as an investment. The last issue of se- 
hims came out in autumn last, with an agio of 50 per cent., while now 
they are not to be had with a premium of 1 per cent. 

The serghis, finally, are I O U’s, or simple assignats of the mint, 
as representing the civi! list and other departments of administration, 
They are of two classes—open serghis, as they are called, given 
out by the mint on account of the civil list, bearing no interest, 
and some without any time specified for their repayment, and then 
others bearing 2 or 5 ~~~ cent., with the time of repayment specified, but 
not adhered to, which .. issued to cover the current expenses of the dif- 
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ferent departments. They are thus something like exchequer bonds, about 
which nobody knows when or how they are to be paid. 

The serghis, with their constant variation, give a great field for bold 
speculators. One cannot exactly say that there is any risk, for if you 
know how to wait you will be paid at last. The danger is only of having 
the money locked up for years without any interest, or to be obliged to 
sell at an inauspicious moment, and the profits arising from the low rate at 
which these serghis can be bought (20 to 50 per cent.) is a very moderate 
discount for the open serghis, representing the debts of the civil list, and 
75 to 80 has been heard of. 

The process through which most of these serghi transactions pass is 
almost invariably that somebody or other furnishes to some department or 
other, or, better, to the palace, something or other, which is the vilest of 
its kind, at the most outrageous price ever conceived by an Eastern imagi- 
nation. For this, that contracting somebody gets a serghi of one species or 
another. Now, it depends whether the contractor has interest or not; if 
he has he will keep his serghi, find out when the first money comes in, and 
obtain thus, either at once, or within reasonable intervals, the whole 
amount. But it happens that even men with influence are in momentary 
difficulties, and there are others who have not sufficient influence to get 
the money out of the department ; they must therefore sell at a discount. 
As the payments are very rhapsodical, the game at serghis must be most 
exciting. 

What the amount of serghis is Allah knows, but very likely no one 
else ; for, as each department has its own power of issuing these bonds, it 
is impossible to get at the secret, but six or seven hundred millions of pias- 
tres, or about £5,000,000 sterling, for the open serghis alone given by the 
mint on account of the civil list, are by no means an exaggerated state- 
ment. 

From this short sketch, which I thought necessary to give, you will 
easily underrtand that these different kinds of Government liabilities can- 
not but bring the greatest confusion in the administration of the finances. 
The whole is so complicated and disorderly, that it can scarcely be won- 
dered that no Minister of Finance ever had a clear idea of the liabilities 
he would have to pay. The first idea was to unite the abolition of the 
kaimés with the establishment of the new Government Bank, and for the 
last year and a half every successive administration has turned its attention 
to the subject. 

Under the short administration of Mustapha Pasha in September last, 
Mr. Falconnet, the chief manager of the Ottoman Bank, was asked by the 
Grand Vizier to put his ideas on the financial and monetary state of the 
country on paper, and make any suggestions which he thought might im- 
prove their condition. It is to this memoir that the idea of consolidation 
is due. But, like every other measure in Turkey, the project has since 
then gone through so many hands that it has become a patchwork shadow 
of the original project. It fared something like the diamond snuff-boxes 

of the Sultan, which pass through so many hands that in most cases only 
very little remains. The idea of regulating the finances by the internal re- 
sources of the country, which is the basis of the project, is certainly an ex- 
cellent one, and by no means impossible. First of all the debt is compara- 
tively trifling. 12,500,000 of Medjidié, or about £11,000,000 sterling, are 
surely not much for a country with £8,000,000 of revenue. 
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I have often before told you that there is a great deal of dead capital 
in this country which waits for employment, and which requires only con- 
fidence to come forward. This dead capital is in the hands of individuals 
in no way concerned in Bourse transactions. The strange thing is that 
with all the uncertainty, not-to use a stronger term, of the Turkish Govern- 
ment, these dutiful subjects still keep confidence in its promises, or rather 
it would be better to put it, that they still trust the Government, bad as it 
is, more than any private speculators. Thus the sehims, or Government 
funds, properly speaking, disappear from the market soon after their issue, 
and are at a premium. Even the sehims issued last autumn, which the 
bankers would not take but at 10 per cent. agio, are now at a premium of 1 
to 2 percent. This circumstance of the Turkish public having confidence in 
the promises of its own Government makes it possible to get the 12,500,000 
of Treasury bonds by degrees disposed of. 

The idea of establishing a council composed of Galata and Stamboul 
bankers to superintend the consolidation, is likewise good in theory—the 
question is only how it will answer in practice. Suppose even, which is in 
itself a strong supposition, that the best men are chosen, and those who 
sincerely desire to put an end to the great source of their own profits, will 
the Galata and Stamboul bankers, whom the Turkish dignitaries are ac- 
customed to see in the dust before them,—will these men be able to keep 
up their authority, and will they have sufficient moral force to make the 
Turks respect their promises ? 

As for the project itself as it stands now, the first thing which strikes 
me is that it treats only of one part of its subject—namely, the kaimés and 
sehims, and while it enters into the most minute details about the with- 
drawal of both, nothing more is said about the “ other floating debts of the 
different Administrations.” This must be explained by the supposition 
that these “other” floating debts, which refer chiefly to those of the civil 
list, will be paid off by private arrangements of the mint, which acts for 
the civil list. Most of these debts are of a greatly usurious character; be- 
sides this they are at a discount, so that many of those holding bad debts 
will be glad to get any thing rather than wait; that is, an amicable com- 
position will be come to. A measure like this, especially as it is not with- 
out precedent elsewhere, may pass, but the project contains other regula- 
tions far too arbitrary to augur well for the fulfilment of the promises which 
the Government makes. 

The third article says, “Paper money bearing interest will cease to 
circulate from the Ist of March next.” The paper money alluded to is the 
large kaimés from 100 piastres upwards, which bear 6 per cent. interest. 
There are about 350,000,000 of piastres current, and they form the chief 
circulating medium in all large operations. All business transactions 
have been based on their value as a circulating medium, so that the great- 
est embarrassment is likely to follow if this article is left as it stands now. 
The object is to augment the value of the small kaimés, and to force 
specie payments, but the Government ought to remember that if it wants 
to establish its credit it must refrain from such arbitrary measures, The 
utmost which the Government ought to have done was to declare that the 
large kaimés would no longer bear interest from the Ist of March next, but 
that every holder of them was at liberty to have them exchanged for the 
new Treasury bonds, bearing 6 per cent. likewise. 
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But the chief remark which obstrudes itself on one is, will the Govy- 
ernment, even with the best will, be able to fulfil its engagements and to 
pay the 8 per cent. promised in gold ?—not that the resources would not 
be sufficient, for the proportion between the revenue and the liabilities is 
far more advantageous than perhaps in any other European country. 
There are more new resources at hand than in most other countries, so that 
only order and honesty are required to set the thing right in a few years. 
And just there lies the difficulty. Who will wield the magic wand to 
achieve this marvel? I must say I don’t see it, unless a real control be in- 
troduced, which I much doubt whether the Conseil Administratif de la 
Caisse de Credit will ever have. 





INTEREST ON BANK DEPOSITS. 


Proceepines or tHE CLeartne House Association, Marca, 1858. 


Ar a meeting of officers of the banks in the city of New York, convened at the 
rooms of the Clearing House Association, at 3 o'clock P. M., on the 5th of March, 
1858, at which thirty-nine banks were represented, Tuomas TiLEston was chosen 
Chairman, and J. L. Everett, Secretary. The committee previously appointed to 
confer with the various banks in this city, relative to the “ discontinuance of the prac- 
tice of allowing interest on current deposits,” presented their report, of which the 
annexed isa copy. On motion of Moses Taytor, President of the City Bank, the 
report was unanimously accepted and adopted as expressing the sentiments of the 
meeting, with but a single dissenting voice. The following resolutions, presented by 
A. E. Suumay, President of the Merchants’ Bank, were then unanimously adopted : 


Whereas, Forty of the forty-six banks composing the New York Clear- 
ing House Association, have already united in a written agreement no 
longer “ to allow interest on deposits or balances of any kind, either direct- 
ly or indirectly, provided all the banks composing such Association shall 
concur in said agreement;” and whereas, an almost entire unanimity on 
the subject has thus been expressed ; 

Resolved, That the great importance of the object proposed, and the 
respect which we entertain towards those members of the Association who 
have not yet signed the agreement, require that we give them further op- 
portunity so to do; and to that end it shall remain open until the 15th day 
of March instant, and, in the mean time, those who have already signed 
the same, do bind themselves in good faith to adhere consistently to the 
spirit of said agreement, 

Resolved, That under the immediate pendency of this matter, it is the 
sense of this meeting that no member of this Association who has sub- 
scribed to said agreement can, without the violation of good faith and hon- 
orable dealing, and no member who has not signed, will, under the circum- 
stances of the case, endeavor to attract, or consent to receive, an account 
coming from any other member of this Association, by a promise to allow 
interest on deposits, either directly or indirectly. . 
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On motion of Mr. J. Punnett, Cashier of the Bank of America, the following re- 
solution was unanimously adopted : 


Resolved, That a committee of three be appointed by the Chair to wait 
upon the banks who have not signed the agreement, with a copy thereof, 
and urgently and respectfully request that they will reconsider the ques- 
tion, and unite with the other banks in signing the same. 


The following gentlemen were appointed that committee, viz.: Jas. Punnett, of 
the Bank of America; Jas. GALLATIN of the National Bank; Witu1am F. Have- 
MEYER of the Bank of North America. After some discussion following the passage 
of the above, Mr. Punnett proposed a further resolution, viz : 


Whereas, The experience of the past year has shown that the aggre- 
gate specie reserve of the banks of this city, has at times been smaller than 
was consistent with that caution and prudence which should at all times 
be observed by the banking institutions of this city ; therefSre, 

Resolved, That a committee of five bank officers be appointed to con- 
sider the measure of each bank holding at all times not less than a certain 
fixed percentage of coin to its liabilities, and to report to the adjourned 
meeting on the 15th inst. 


The Chair appointed as that committee, A. E. Srtum1an, of the Merchants’ Bank ; 
F. Demine, of the Union Bank; W. J. Lane, of the Fulton Bank; H. L. Jacques, of 
the Metropolitan Bank; and Joun A. Stevens, of the Bank of Commerce. On 
motion, adjourned to meet at the same place on Monday, the 15th instant, at 3 


o’clock P. M. 


1d. L., EVERETT, Secretary. 


REPORT. 


At a meeting of several bank officers, called together a few weeks since, 
to consult upon the practice which has generally prevailed among our 
city banks, of allowing interest on deposits, the undersigned were appointed 
a committee to confer with all the banks of this city connected with the 
Clearing House, and invite them to unite in a written agreement to dis- 
continue the practice. The committee, in the first place, called the atten- 
tion of every bank to the subject by a printed notice, requesting their 
views as to the expediency of abolishing the practice. When a large 
number had responded favorably, your committee prepared and presented 
to each bank, for signature, the following agreement, viz: 

“The banks in the city of New York, composing the Clearing House 
Association, do hereby agree not to allow interest on deposits or balances 
of any kind, either directly or indirectly, provided all the banks composing 
such Association shall concur in this agreement. This obligation may be 
annulled only by a vote of two-thirds of the banks hereunto subscribing, 
at a meeting specially convened for that purpose, in pursuance of a written 

e. ‘ 

a And they further agree, that they will not hereafter vote for the ad- 
mission of any bank to the New York Clearing House Association, until 
such bank shall have become bound by this agreement.” 
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Forty of the forty-six banks, which form the Clearing House Associa- 
tion, have signed this agreement. Such a majority, both in respect to 
numbers and relative importance, certainly entitles their united opinion to 
the most considerate regard. The committee desire at this time to state 
briefly some of the reasons vibes actuated them and others in their 
movement on this subject. They believe that the custom of allowing in- 
terest on current deposits is unsound in principle, unsafe in practice, and 
that it operates injuriously, both upon the banks themselves and upon the 
commercial community. 

Because: 1. Such deposits represent that portion of the floating capital 
of the country which is held temporarily in reserve from productive invest- 
ment, waiting to be employed by its owners as prudence and opportunity 
shall dictate. They indicate to some extent the measure of discretion in 
the financial operations of the country, and serve to mark the bounds within 
which it has been deemed wise to limit commercial transactious. Such 
deposits bear the same relation to the business of country banks that specie 
does to our city banks, and are not legitimately the subject of profit or in- 
terest to their owners in the one case more than in the other. They both 
constitute, from the nature of the case, the amount of capital on hand 
necessarily idle for the moment, and therefore not legitimately the subject 
of direct profits. All effort, therefore, to derive interest from such deposits, 
may be considered as an overworking of capital to its peril; and implies a 
permission on the part of its owners that the very reserve which constitutes 
their credit and safety, and which they themselves have deemed it prudent 
to withhold from use, may be placed in jeopardy by others. It is clear, 
also, that if the principle be correct, of deriving direct profits from reserve 
floating capital, and if it were carried to its logical result, there would be 
no reserve power whatever. The whole financial system of the country 
would be expanded to its utmost limit, and be subjected momentarily to 

destruction. As such deposits constitute the credit and stability of the 
country at large, its conservative power for sudden contingencies, they 
should be considered an inviolable trust, free from all risk, and consequently 
from direct profits. Those, therefore, who insist upon receiving interest on 
such reserve capital, so far relinquish the idea of holding it in reserve; but 
it becomes at once a special risk, and they, therefore, so far depart from the 
line of safety. 

2. Were there no extraneous influences brought to bear upon them, it 
is certain that this reserve fund, at command of country banks, would 
naturally be divided, mainly, into two kinds, viz.: specie in the vaults, and 
deposits in New York for the purposes of exchange ; and that there would 
consequently be scattered throughout the interior a multiplicity of substan- 
tial resources for supplying the drain from our commercial centres, and 
affording a more secure basis for the financial operations of the country. 
Now, no one can deny that the payment of interest on deposits in New 
York necessarily tends to increase the one portion of the reserve referred to 
at the expense of the other; and from the fact that deposits in New York 
are equally available to those who command -them in any portion of the 
land, thay have come to be regarded as equivalent to, and have nearly 
superseded, the use of specie, as a conservative resource. So that the prac- 
tice of paying interest on deposits in New York, is operating continually as 
a process of exhaustion of the specie strength of the country. Nor can it 
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be said that the pernicious influence which thus operates to impoverish the 
interior, ceases its work here. The same cause which unnaturally draws 
the specie to the city, continues of necessity to effect its expulsion hence, 
and compels its exportation. 

3. No bank, in the opinion of your Committee, can allow interest on 
deposits payable on demand, without danger alike to itself and to the pub- 
lic. The profit is more nominal than actual—apparent than real. Take, 
for example, the case of a bank paying four per cent. interest (the rate 
which custom has established) on bank or bankers’ balances, to the 
amount of one million of dollars, and allow of this, say 20 per cent., to 
strengthen the specie reserve, and the following result would be shown: 


Interest paid on amonnt of deposit........eseeeeeeee $1,000,000 is $40,000 
Deduct 20 per cent. for reserved specie 200,000 


ay 
On the other hand, suppose a bank has deposits 
without interest to the amount of..........+++- $300,000 
Deduct reserve for specie 


On which interest at 7 per Cent. i8.....cececeecseeesseees peesessesee $16,800 


This result is attained without allowing for increased loss on the larger 
amount discounted, or for additional clerk hire, and other expenses, which 
more than double the amount of business necessarily involves. Were 
these considerations and the losses incident to the larger volume of busi- 
ness and risks allowed for, a sum even less than $250,000 without interest, 
would be shown to be equal to a deposit of $1,000,000 drawing 4 per cent. 
interest. Itis clear, therefore, that whatever profit is derived from business 
of this character, must of necessity be made by placing the largest possible 
proportion of such deposits on interest, or,in other words, by encroach- 
ing, in disregard of the highest prudential considerations, upon the amount} 
which it is everywhere acknowledged should be retained for specie reserve.) 
A bank having committed this first error of paying interest on its deposits, 
is therefore compelled, by the necessities of its position, to take the second 
false step, and expand its operations beyond all prudent bounds. And it 
may be truly stated that, were the banks in this city arranged in the order 
of their actual profits aud prosperity for the last four years, the majority of 
those above the average would largely consist of those who have not, as a 
custom, allowed interest on deposits. 

4. Your Committee also insist that banks are, properly, lenders of 
capital, and not borrowers; and that it is not one of their legitimate fune- 
tions to disturb the natural current of trade by borrowing at one price, to 
lend at a higher. Such transactions constitute speculation in money, and 
stimulate a tendency in the community, which is dangerous to all, and 
which ultimately reacts on the banks themselves with destructive power. 
From the nature of their organization they should be conservative. They 
are intentionally restricted in their operations within prescribed limits, 
which mark the bounds that long experience has fixed as commercially safe 
to themselves and to the community; and they cannot afford, for an ap- 


SS 


SS 
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parent profit, to foster a principle which, in its final issue, will return injury 
for injury with accumulated force. Banks are designed to become perma- 
nent institutions, and, therefore, have the highest motives to regard every 
influence which they exert upon the financial operations of the community, 
whose commercial character alone gives such institutions all their stability 
and life. 

Banks in this city have also a common interest and cannot be isolated. 
The discredit or weakness of one, operates to the prejudice and injury of 
all, and therefore it cannot be safely conceded that any member has perfect 
freedom to carry into practice those principles of business which are gener- 
ally acknowledged as inberently pernicious, or injurious to the whole. ‘The 
experience of the last year has strikingly demonstrated the fact of mutual 
dependence, and we may remind some, that the practice of paying interest 
on deposits, was confessedly a prime cause, in more than one case, of recent 
embarrassment. Besides, a certain amount of specie in this city is indis- 
pensable to the safety of the commercial community, and to the existence of 
the banks. Now, having established an equitable principle upon which 
that amount should be based, it is neither safe to itself, nor even honorable 
towards the others, that any banks should embody in its practice a principle 
of business which prevents it from carrying its relative proportion of this 
specie reserve. The practical assumption, that because others are more 
constitutionally couservative, or possess a higher sense of their obligations to 
society, and that, therefore, their fears will compel them to provide the 
amount required for the common safety, cannot be too strongly condemned. 
The known fact that such a position may be effectually assumed, ought, in 
the opinion of your Committee, to induce every member of this Association 
cheerfully to acquiesce in an agreement, which at once removes the temp- 
tation and necessity of a departure from sound principles. No considerations 
of profit, in special cases, can for a moment compare with the benefits which 
every member would derive from the comfort and pleasure, and the profit 
also, of doing business free from the existence of this radical evil. 

5. In reply to the objection that a discontinuance of interest would di- 
vert capital to other cities, your Committee would remark: That if the 
banks in other cities do not, as we believe they would, accept the testi- 
mony of our experience, we can well afford to give them opportunity to learn 
from their own ; confident that they will, sooner or later, reach the same re- 
sult. If the payment of interest on deposits serves to attract capital unnat- 
urally to this city, it is plain that it must produce unsteadiness in business, 
and thus operate unfavorably both upon the banks and the community, 
inasmuch as that capital which flows out of its natural channel, must, in 
the nature of things, suddenly return again, and can only be held with great 
uncertainty as to its repaymefit. It is, in fact, sure to be withdrawn at the 
very moment least convenient for the banks to pay. All such forced depos- 
its operate as a source of annoyance to the public, by promoting a feverish 
money market and fluctuating values. The necessity for holding them at 
instant command, and at the same time of keeping it employed at remunera- 
ting prices, has given rise to the system of “ loans on call,” which consti- 
tutes another evil, the legitimate outgrowth of the payment of interest on 
deposits, and which, it is believed, is universally regarded as obnoxious. In 
fact, the banks, having borrowed money “ on call, with interest,” are com- 
pelled to loan in the same manner ; and thus the system is diffused through- 
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out the entire community, causing the unnecessary rise and fall of stocks, 
the inflation or contraction of our money market, and aggravates the mul- 
tiplied evils, both financial and moral, of the Stock Exchange. The banks 
thus become instruments of evil, to direct capital into the destructive chan- 
nels of speculation to which it would not naturally flow, because they have 
borrowed money which cannot profitably be used to sustain the legitimate 
commerce of the country. 

But your Committee believe that the danger of diverting any consider- 
able amount of substantial deposits from our banks is greatly over-estimat- 
ed, because this city has become the financial centre of the country at large, 
and must continue to be the main depository of its surplus funds, without 
such factitious inducements The well-known fact that a deposit in New 
York is as valuable as specie, in any portion of the United States, has se- 
cured the legitimate surplus deposits to this city, as the result of an inevita- 
ble law of trade. Nothing, therefore, but unhealthy competition among 
our banks, has Jed to the payment of interest, and such competition is a gra- 
tuitous and self inflicted injury, imposed on the banking system by its own 
members. The proposed agreement to abolish the practice amounts, then, 
to nothing more or less than a unanimous resolve to cease from destructive 
warfare on each other. 

6. It is worthy of considerate attention, as directly bearing upon our 
subject, that by the rapid improvements made in travel and intercourse, this 
country and the commercial world are daily becoming more and more a unit 
in their operations and influences, and that financial changes are everywhere 
becoming more sudden and simultaneous. The experience of the last year 
has strikingly proved this, and it must daily become still more apparent as 
these improvements advance. For the same reason, the transitions of float- 
ing capital from point to point are daily becoming more rapid and certain. 
The whole tendency of these improvements is also toward the centralization 
of commerce and capital at such leading points as London and New York. 

Formerly, it was safe to assume that stagnation of business and release 
of capital would occur in one locality while there was activity in another, 
so that an average amount of deposits could be relied upon as permanent in 
New York. But as this world’s intelligence and consequent activity in com- 
mercial operations are everywhere simultaneous, and the financial current 
is more rapid and extensive, the focal points require a larger comparative re- 
serve to meet contingencies of business as they increase in power and 
magnitude. 

As an illustration of this truth, and of the transient character of these 
deposits, it may not be amiss to remind the officers of our city banks, that 
during the week of financial excitement in this city in October last, the ex 
aggerated reports of which were carried with the speed of lightning to every 
part of the land, this new medium of communication with equal rapidity 
filled our banks with imperative orders for the immediate return of their 
deposits in specie. 

The necessity for holding a larger proportionate amount of specie there- 
fore precludes the possibility of paying interest on deposits, without a con- 
tinually increasing hazard. For the same reason, any unsound principles 
or pernicious practices in the monetary institutions of New York are not 
confined in their influences within their own walls, nor even in the city or 
country which permit them, but they enter at once, as elements, into the 





828 Interest on Bank Deposits. [April, 


subtle atmosphere of trade, and tend, sooner or later, to produce those vio- 
Jent commercial revulsions which for the last year have so universally pre- 
vailed. The responsibility of greatly retarding, if not of preventing the re- 
currence of such calamities, is thus continually bearing more directly upon 
our city banks. They are, therefore, bound by every consideration of self- 
interest and humanity, to ponder every measure proposed for the common 
good, with views and aims reaching beyond the merely temporary advan- 
tages supposed to be derived by any particular institution. 

7. The example of banks in Great Britain has been cited to show the 
correctness of the principle of paying interest. But so far as your Com- 
mittee are aware, the practice of allowing interest by joint-stock banks 
(only instituted in 1834), differs widely from the system which prevails 
with us, They discriminate between a current and an interest account, not 
allowing interest on the former. Since the developments in Liverpool and 
Glasgow, during the recent crisis, of the tendency to wild and unwarrant- 
able banking in their institutions, it would hardly be safe to take Great 
Britain as a perfect model for our future financial operations, although we 
are glad to be instructed by the true exponents of sound principles in any 
country. Beside, the banks there, other than the Bank of England, are 
not the point of last resort, whence the whole nation is to be supplied with 
coin. Their banks bear about the same relation to the Bank of England 
as our country banks do to those of this city. It may well be doubted, 
whether a better system than that created in this State, under the Free 
Banking Law of 1838, and the several acts amendatory thereof, exists either 
in thiscountry or in England. But the Bank of England, in which the 
specie strength of the country is mainly concentrated, has never allowed 
interest on deposits. 

It is also instructive to remark, that in a recent discussion in Parliament 
on the bill to legalize the suspension of the Bank Charter Act, the very 
practice of paying interest on deposits, even in the modified form there al- 
lowed by joint-stock banks, was severely censured by the Chancellor of the 
Exchequer, as a principal cause of the financial embarrassments in Great 
Britain. The very fact, also, that the banks in New York contain, to a 
greater degree than any other, the concentrated deposits of the nation, and 
in that respect, as the ultimate resort for specie reserve, bear the same rela- 
tion to this country as the Bank of England does to the United Kingdom, 
and that in its long career that bank has never adopted the practice, might 
well be adduced to confirm the opinion which our own experience has 
taught us. The fact, also, that in our united body we occupy that impor- 
tant relative position in this nation, renders it the more necessary that now, 
in atime of tranquillity, with the memory of the evils of divided views, 
which prevailed during the recent crisis, clearly before us, we should unite 
in establishing such principles of action as shall protect ourselves and the 
public, as far as may be, against the recurrence of similar misfortunes. The 
moral as well as financial responsibility of the managers of our banks is 
thus daily enlarging, and both duty and interest require us to yield some- 
thing of what may seem temporarily advantageous to any specific interest, 
if we can thereby unite in establishing such simple and fundamental prin- 
ciples as will make us a conservative rather than a destructive power in the 
nation, and prevent the degrading competition which has hitherto tended 
to distract our councils. 





1858.] Interest on Bank Deposits. 829 


It is also evident that no just parrallel can be drawn between a new 
country like our own, where capital is greatly disproportioned to the mate- 
rial necessities and commercial activity of the nation, and those of older 
European countries where it comparatively abounds. Here (and the dis- 
parity becomes still more evident as we recede from the Atlantic coast to 
the far interior, from whence much of our bank deposits is derived) there 
can hardly be said to exist a reserve of capital in any just sense as it is un- 
derstood in Europe—certainly none which can be retained in any reliable 
average amount by any rate of interest which even the most adventurous of 
our city banks has ever allowed. Besides this, the well-known character- 
istics of our nation for enterprise and adventure, and the value of money, 
and the multiplied and multiplying demands for its investment, ever pre- 
vent a reserve of capital on deposit in New York, excepting such as the 
necessities of trade imperatively demand, and such, therefore, as must of 
necessity pass throngh our banks, whether interest on them be allowed or 
not. 

8. Interest has been hitherto allowed mainly on accounts from abroad, 
which are the least valuable portion of a bank’s deposits, because 

They fluctuate most and are least reliable at the active period of the 
year. 

‘ They come when we want them least and go when needed most. 

They are attended with more labor in correspondence and more risks 
from the incidents of business,such as endorsing and guaranteeing endorse- 
ments, and from forgeries and accidents of every kind. 

If, therefore, the principle be correct of allowing such interest, it has 
always been unequally applied, and other depositors are entitled to rights 
which they have not received. Banks shou!d occupy high moral ground, 
and cannot discriminate with their dealers when the conditions are equal, 
without degrading their institutions and their profession. For the same 
reason, yourCommittee must insist, that the objection which is made to 
uniting with us, on the part of any bank, “ that it has but few accounts to 
which interest is allowed,” is not sufficient to justify its position ; for if they 
are right with the few, it has less sacrifice to make, and is wrong with the 
inany from whom interest is withheld. Those banks only are really con- 
sistent who have either paid no interest at all, or have made it a rule of 
general application, under equal conditions of value. 

The Committee desire but to refer to the further objection that the 
agreement, if made, will not be faithfully kept, and to say in reply, that 
they are unwilling to believe that any bank officer who has deliberately 
signed this agreement, especially with the concurrence of his Board, has 
done so with any other than an honorable intent, or entertains a serious 
doubt of the good faith of others. But if it were so, the Clearing House 
Association has created a community of interest among our banks, limited 
in numbers, and possessing means of general and special information with 
regard to the transactions of its respective institutions, which gives it an 
influence in this regard, and constitutes it a moral tribunal for offences 
against the common good which no member of the Association would 
more than once venture to defy. Surely no advantage which could accrue 
to a gentleman in official relations, however weak his moral sense, could be 
sufficient to tempt him to incur the odium of public exposure before his 
professional friends. And if it were possible to believe that such a char- 
acter existed in a place of honorable trust, the public and private benefits 
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derived from his exposure and expulsion may well repay the effort which we 
make for higher objects. 

Having thus endeavored to show that the practice of the payment of 
interest on deposits by our city banks is— 

1. Inherently unsound, 

2. That it tends to weaken the legitimate commerce of the country, and 
to disturb the regularity of the business of the city. 

3. That no bank can safely and profitably practise it. 

4. That it tends to interfere with the efficiency and stability of our 
banks, and with the harmony of their intercourse with each other. 

5. That its discontinuance will not divert any substantial deposits from 
this city. 

6. That the reasons for its discontinuance are daily increasing. 

7. Thatit has, under like conditions, no fair precedent in older countries. 

8. That as it exists here, it has been unjustly applied. 

Your Committee, in conclusion, have only to repeat their firm convic- 
victions that this agreement, if consummated, will promote the highest 
public benefit, and ensure the greater prosperity and stability of the banks 
in this city; and that no simple measure can be adopted of a public or 
legislative character that will so effectually secure the good of the country 
at large, without the least admixture of evil. They therefore, on behalf of 
the very large majority of their associates, who agree with them in these 
views, confidently appeal to the good sense of the minority, with this 
weight of opinion against their position, and leave with them the serious 
responsibility of defeating a measure which is deemed so important and 
vital to the interest of the commercial and financial community. 

WM. A. BOOTH, 
JOHN E. WILLIAMS, 
E. W. DUNHAM, 
PARKER HANDY, 
Committee. 
New York, March 4, 1858. 


BRITISH BOARD OF TRADE. 


Tue Board of Trade returns for the month of December comprise also the 
totals for the entire year 1857, of which an abstract is given in the following 
tables. Notwithstanding the reaction in the closing months, the aggregate 
value of our exportations was beyond any former amount, the increase 
being £7,328,289 as compared with 1856, and £26,467,152 upon 1855. 
Among the items of increase machinery is most prominent, affording a 
strong indication of our mechanical progress, and also of the stimulus im- 
parted by the unnatural prices so long paid for produce of all kinds to a 
development of foreign and colonial factories. Coal likewise, partly from 
this cause, has been shipped in extraordinary quantities. Metals figure 
next in importance, and then woollen and cotton goods and leather, Linens 
and silks show a reduction. 





British Board of Trade. 


DECLARED VALUE OF BRITISH EXPORTATIONS. 


Year 1856, Year 1857. Increase. 


£ £ £ 
Apparel and slops...... essenseas 1,816,310 2,153,393 337,083 
I WE TR. so cdtnscsvksccscce 1,455,043 1,592,130 137,087 

425,355 421,692 ee 

693,777 562,151 bi 

305,137 281,313 oe 

160.232 113,892 7 
2,826,582 3,200,551 373,969 


278,432 246,897 as 
30,204,166 30,421,056 216,290 
COmOn FAIR. ...06cscc000 een 8,022,575 2,691,853 663,278 
Earthenware ............- ee 1,334,118 1,488,668 154,550 
519,795 651,534 ‘131,739 
208,103 288,868 80,765 
581,972 657,720 75,748 
Haberdashery 3,638,358 8,895,945 257,587 
Hardwares 3,747,598 4,016,327 262,729 
Leather. ...cccecocccccces Saiicam 1,756,451 2,301,076 544,625 
Linens 4,887,720 4,511,454 is 
Linen yarn...... P 1,365,920 1,617,879 281,899 
Machinery... 2,716,453 3,883,023 1,166,570 
Iron and Steel...... hiatal - 12,966,109 13,594,328 628,219 
Copper and Brass 2,648,259 3,115,921 467,662 ave 
BABE dccncactscon pea echinceaatecnieis 734,204 728,002 as 6,202 
i 1,616,842 1,799,603 152,761 sa 
en 1,079,748 664,214 a 415,534 
Painters’ Colors ° 435,813 442,719 6,906 
Pickles and Sauces 394,164 355,496 wa 
Plate and Jewelry, 481,317 544,533 63,216 a 
‘i 401,182 341,019 ais 60,163 
2,962,056 2,918,479 ei 43,577 
276,242 239,969 ea 36,273 
608,499 759,426 150,927 o 
Spirits...... pesnnseresasmeesecs 998,445 751,565 ‘at 246,880 
Stationery 720,390 743,548 23,158 am 
806,445 356.894 re: 449,551 
959,193 1,088,918 138,725 se 
Woollens ......... desansaconies 9,500,428 10,705,421 1,204,993 oe 
Woollen yarn 2,889,642 2,941,765 52,123 ee 
Unenumerated Articles 8,376,753 9,035,995 659,242 ee 


38,668 


115,826,948 122,155,237 


With regard to imported commodities there are few very extraordi- 
nary features, the general consumption having been steady. The impor- 
tation of tea, however, shows a considerable decrease, while in the quan- 
tity taken into use there has been an augmentation. The foreign export of 
the above £122,155,287 was divided as follows: 


To British East Indies................. peaeceseneses cosese £11,648,341 
British Australia 11,626,146 


Other British Colonies. . .-. 13,840,760 
37,115,247 


To the United States 19,182,931 
Germany (Hanse Towns, Prussia, Hanover, &c.).......--- seeseeee 13,123,025 
Other Foreign Countries 52,734,034 


Total, year 1857..........cceecccccreeeccescees S122,155,237 





The Usury Laws of New York. 


‘- MEMORIAL OF THE CHAMBER OF COMMERCE, OF NEW 
YORK. 


New York, Jan. 7, 1858. 


To the Honorable the Legislature of the State of New York, in Senate 
and Assembly convened : 


Tut Memorial of the Chamber of Commerce of the State of New York 
respectfully represents: That the great body of merchants and other 
business men of this city, still strongly desire a change in the Usury Laws of 
this State. This change has been earnestly sought for during several years 
past, and its need has been shown more strongly than ever, during the 
great commercial revulsion and panic, that not only this city, but the whole 
country has experienced during the past four months. 

The law of 1837 was no doubt enacted with the laudable purpose of 
aiding borrowers, by diminishing the rates of interest and by increasing the 
stability in the movements of money. It can be shown that its influence 
has all along been exactly the reverse of its original purpose. Instances 
can be shown where money has been let at the same hour, and almost 
under the same roof, at five per cent. a month and at five per cent. a 

ear. 

‘ Asa proof that a total repeal or great relaxation of our Usury Laws would 
benefit the movements of business, during a financial panic, your memorial- 
ists would cite the fact that in England, and a!l over Continental Europe, 
during the darkest hour of their recent commercial alarm, the rate of inter- 
est has not gone beyond ten per cent. per annum. In England they have 
no Usury Laws, and on the Continent none that are thought of or acted 
upon at all; and yet the natural laws of supply and demand, in the money 
market, are steadily and somewhat rapidly diminishing the price for money 
ail over Europe. For a more detailed view of the reasons assigned for the 
change now being sought in our Usury Laws, your memorialists would 
respectfully refer to the petitions of the Chamber, under date of January, 
1855, 1856 and 1857, hereto annexed ; also to the pamphlets and reports 
that will be sent to such committee as your honorable bodies may be 
pleased to refer the present memorial to. 

Without now entering any further into detailed arguments in regard 
to the Usury Laws, your memorialists would most respectfully ask your 
honorable bodies to enact the law hereto annexed, or to make such other 
modification in our Usury Laws as in your wisdom may seem advisable. 


By order of the Chamber, 
P. PERIT, President. 
Epwarp C. Bocert, Secretary. 


The Committee of the Chamber propose the following law: 
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Aw Act ReGutatine THE Rate oF INTEREST ON THE LOAN OR 
ForBEARANCE OF Money. 


The People of the State of New York, represented in Senate and Assembly, 
do enact as follows: 


Sec. 1. No grant, transfer, bond, note, bill of exchange, contract or 
agreement, or loan, or forbearance of any money, goods or things in action, 
shall be void "by reason of any paying or receiving, or agreement to pay or 
allow such rate of interest as the parties may agree upon. 

Sec. 2. In all cases where the rate of interest is not specified, the inter- 
est shall continue to be at the rate of seven dollars upon one hundred dol- 
lars for one year, and after that rate for a greater or less sum, or for a 
longer or shorter time. 

Sec. 3. No greater rate of interest than is specified in the second 
section of this act shall be charged on any judgment after the date of the 
rendition thereof, rendered in any of the courts of this State, although such 
judgment may have been founded upon a writing stipulating a higher rate 
of interest. 

Sec. 4. So much of title third, chapter fourth, and part second of the 
Revised Statutes, and so much of the laws of 1837, chapter 430, as are 
inconsistent with the provisions of this act, are hereby repealed. 

Sec. 5. This act shall take effect immediately. 


BANK STATISTICS. 


Inptana.— Office of the Auditor of State, Indianapolis, March 1, 
1858.—The following banks have complied with the amended law of 1855, 
and have securities deposited with the Treasurer of State, at their market 
value, to an amount not less than fifty thousund dollars, aud ten per cent. 
in excess of their circulation : 


Bank of Goshen, Goshen; Bank of Gosport, Gosport; Bank of Mt. Vernon, Mt. 
Vernon; Bank of Paoli, Paoli; Bank of Rockville, Wabash; Bank of Salem, New 
Albany; Bank of Salem, Salem; Bloomington Bank, Bloomington; Cambridge City 
Bank, Cambridge City; Exchange Bank, Greencastle ; Farmers’ Bank, Westfield ; In- 
diana Bank, Madison; Indiana Farmers’ Bank, Franklin; Kentucky Stock Bank, Co- 
lumbus; Lagrange Bank, Lima; Parke County Bank, Rockville; Prairie City Bank, 
Terre Haute; Salem Bank, Goshen; Southern Bank of Indiana, Terre Haute. 

The following banks have complied with the amended law, but have since given 
notice of their intention to withdraw their circulation. Their notes are payable in 
coin:—Bank of Indiana, Michigan City; Canal Bank, Evansville; Central Bank, In- 
dianapolis—redeemed by the Treasurer of State ; Crescent City Bank, Evansville. 

The following banks are winding up voluntarily, and are redeeming their notes at 
par, as specified, ‘The ten per cent. excess of securities is retained by the Auditor :— 
Bank of Elkhart, redeemed at the bank; Brookville Bank, redeemed at the bank; 
Hoosier Bank, redeemed at the bank; Huntington County Bank, redeemed at the 
bank ; Indiana Stock Bank, redeemed at Fletcher’s Bank; Bank of Monticello, re- 
deemed at Branch Bank, Lafayette ; Fayette County Bank, redeemed at Branch Bank, 
Connersville; Merchants and Mechanics’ Bank, redeemed at Branch Bank, New Al- 
bany; Bank of Syracuse, redeemed at Bank of Goshen; Indian Reserve Bank, re- 
deemed at Fletcher’s Bank, Indianapolis. 

53 
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Suspended Indiana Free Banks.—The notes of the following banks are redeemed 
by the Auditor of State viz:—Agricultural Bank at par, Atlantic Bank at 80c., Bank 
of Albany at 90c., Bank of Albion at par, Bank of America at 87c., Bank of Attica 
at 89c., Bank at Bridgeport at 88c., Bank at Connersville at 87c., Bank of Perrysville 
at par, Bank of South Bend at par, Bank of T. Wadsworth at 94c., Bank of North 
America, Clinton, at 90c., Bank of Rockport at par, Farmers’ Bank, Jasper, at 91c., 
Kalamazoo Bank at 90c., Laurel Bank at 82c., Northern Indiana Bank at 83c., New 
York and Virginia State Bank at par, Orange Bank at par, State Stock Bank of In- 
diana, Peru, at 85c., State Stock Bank, Marion, at 90c., Savings Bank of Indiana at 
69c., Traders’ Bank, Nashville, at 92c., Wabash Valley Bank at 92c., Wayne Bank, 
Richmond, at par, Wayne Bank, Logansport, at par, Bank of Warsaw, redeemed at 
the Bank. 


Persons sending notes for redemption will take notice that all sus- 
pended banks, the notes of which are redeemed at this office, are on the 
above list. 


FREE BANKS OF INDIANA, FEB. 4, 1858. 








RESOURCES. 

Stocks deposited with Treasurer of State...........sscseesesereeees $1,416,737 34 
Due from shareholders,..........s0s.ceceseseeeee bidedsendsssaamesenans 132,521 94 
PORN BENE Tie INN so iisincncéscasiccaccsiescccncensnscssscosesce 1,166,945 24 
SUMING ci sisncsecescxesncccnssssacassenesavnscstsncnssesbacstenee . 53,982 08 
Notes and checks of other banks...........ccscscesceccscesceceseeees 125,354 90 
EE Fe i iccdamntcscnncccdenactsccsasissstsccscinsaeiionnanonad 70,511 00 
Bowee Coates Dimalee ad RAMON 6 ici. 2c cnscsisasccccdicccscdceccsncesacs 233,358 97 
Value of real estate necessary to the transaction of business... 30,396 09 
NE GE UO SOUT CIID i oseisiiscccacccccccncecsessscccessssucssensas . 6,576 40 
WOPNGRR PRODOIEY. «5 cccisccececccnccsssccsonsssess.o:s ssscesscsesesasccses 10,891 21 
Expense account..........scccccccessceee sikadiakimanhseisinklcaglaaenes 3,804 90 
ERs bitdachnadiacknsikaasshansiccsavindemiibaniaeindasasaicsadanacnses 195,456 08 
NE BIN acisi cis chcriessnccccocnanesarsaseccsacssamsssannes hacia 103,578 26 

Total....... Popeye edkbabbscneniseasieanese eeeeeese shiassantcssnesesnnd $3,547,114 41 

LIABILITIES, 

Capital stock..........-ss0ee+ pbsadabacseasascosossbicassasoouasseacanses $1,471,231 25 
DOG Oe RM BOE WARN B oon cscncccscsnsdsccnrcnsacdansonsenses ooo 83,363 08 
Dae £0 GepesitOns....0..csccvesoccscsosccscsassccsossecessssecscscccsscssoe 703,457 68 
Notes in circulation.............c0ccccccccsssesescescecece sanceceseese +» 1,079,927 00 
Time bills and other evidences of debt............++ axinessacenenies 69,866 29 
Losses charged upon capital............+.. ecsdsceese éasssosnessacces i 16,366 18 
Losses charged upon profits........ssecssccsessscsecsscerescseecsesens 6,589 11 
EE TE DDE cceswinasioncatsiasersseccescasenciaactecusesnseacias 24,849 56 
RN NIE NN isi bimppilninpibieciaditibensadeh Sharad NS aah wewmabieamoninle 55,352 20 
Surplus fund.........ccccccccccccsccccccsesee eeccccocseee eeccccvceeccceese - 45,024 28 
Other liabilities......... san ssadbacosonndseshsetessbsassonsenssoe sesseeass 87 78 

Total........ sikh encai aca Sesescecooes seeeeeeeeees on00,047,114 41 


During the year 1854, one thcusand sheets of the bank notes of Hunt- 
ington County Bank (5 & 10) and five hundred sheets of the Bank of North 
America, Clinton (5-5), were mislaid and supposed to be lost. The blank 
impressions of these banks have been handed over to each successive Au- 
ditor with that discrepancy in the account. The notes of Huntington 
County Bank were entirely blank; those of the Bank of North America 
were signed by W. Quarles, Deputy Auditor, only. Within a short time 
these notes have appeared in circulation with forged signatures, having 
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been found by some persons in an old vault formerly used by this office, 
among a pile of old papers and rubbish. Every effort has been made by 
this department to get posséssion of the notes and ferret out the rascals 
who put them in circulation. A portion of the notes of each bank have 
been recovered, and three men implicated in the forgeries are in custody. 
The notes are poorly filled up, and are easily detected by judges of money, 





NEW YORK. 


Liabilities and Resources of the Banks of the State of New York for the 
years 1853, 1854, 1855, 1856, 1857. 


LIABILITIES, 
December, March, December, June, December, 
1854, 1855. 1856. 1257. 1857. 
Capital.......cce.-ccee $83,260,860 $84,831,152 $100,025,798 $103,954,777  — $107,449,148 
Profits... cccccces eves 12,093,627 10,122,835 14,191,284 13,949,030 13,985,678 
Circulation.........-.- 28,220,783 27,909,324 83,590,479 82,395,692 23,899,964 
Due State of New York 3,455,116 8,842,060 4,492,377 8,254,877 8,062,768 
Individual deposits,.... 71,096,501 79,727,734 94,872,202 105,361,001 81,128,298 
Bank balances. ........ 20,540,705 26,817,605 28,645,662 27,319,817 21,268,562 
Miscellaneous.... ..... 2,745,385 2,505,871 2,298,926 + 1,755,452 1,682,463 








Total liabilities. ...$221,413,976  $235,787,114  $278,106,728  $287,990,816 $252,476,866 


RESOURCES. 
DN itssccvinesccnace $141,604,995  $152,181,030  $183,557,123 $190,803,832 $15 4,210,065 
Bonds and mortgages... 7,826,631 8,809,624 9,127,732 9,299,794 8,597,310 
OR, gs iioivscancorcccss 20,050,906 20,240,992 25,557,127 25,747,472 22,623,755 
Real estate,..........-. 5,327,555 5,479,479 7,075,049 7,428,015 7,423,614 
Expense account..-.-.-- 1,428,516 998,804 1,682,593 1,362,623 2,123,623 
Overdrafts,............ 472,554 401,448 521,236 507,137 445,464 
ee e-e-. 13,470,879 17,946,432 11,393,302 14,370,434 29,315,421 
Cash items............ 15 327,065 18,824 S77 22,279,016 23,737.436 14,180,678 
Notes of other banks... 8,486,274 8,587,631 8,168,241 8,094,293 1,881,049 
Due from other banks,. 12,257,029 13,111,990 13,745,809 11,643,830 11,726,973 
Miscellaneous.......... 174,488 ees 980 919 














Total resources. . . .$221,478,017 $235,783,374  $278,106,728 $287,990,846 $252,476,866 


For copious details as to the New York Banks since 1848, refer to February num- 
ber, pp. 645-646. 





PHILADELPHIA. 


Weekly Statement of the Philadelphia Banks, with a Capital of 
$11,300,165. 


Due from Due to other Circula- 
185s, Loans. Specie. other Banks, Banks, Deposits. tion. 
January 11...$21,302,374 SRITOTOLR —lkcesccs = secon oo $11,465,253 $1,011,088 


“ 18... 21,068,652 4,018,295 2,085,935 4,349,616 11,512,965 1,046,545 
“ 25... 20,730,958 4,243,966 2, 209,655 4,414,160 11,547,697 1,062,192 
Febr’y 1... 20,423,704 4,475,693 2,730,142 4,173,710 12,195,126 1,096,462 
« 8... 20,359,226 4,668,085 i ........ coccccees 11,904,519 1,293,046 
“ 15... 20,071,474 4,823,989 == ccc ceeee ence ene 11,887,342 1,559,213 
* 22... 20,161,260 4,934,906 1,713,254 2,776,665 12,014,604 1,686,609 
March 1... 20,251,066 4,993,936 1,679,344 2,645,662 11,830,532 1,808,731 
“ 8... 20,471,166 5,147,615 1,646,882 2,726,129 12,253,282 1,916,352 
“ 15... 20,522,936 5,448,514 1,978,569 2,782,085 12,691,547 2,077,907 
» 22... 20,796,955 5,483,258 1,923,033 2,849,730 12,413,191 2,140,468 
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i 
it MASSACHUSETTS. 
i The following table presents a list of the banks 6f Massachusetts authorized by the 
i} Legislature of the year 1857, to increase their capital stock, ‘‘ provided, that the whole 
{| amount shall be paid in before the first day of May, 1858.” 
t Authorized Previous _Increase paid 
\j Name. Location. Increase, Capital. April 1. 
| Agawam Bank......--------+-+-- Springfield.........- $100,000 $200,000 $ 50,000 
4 Asiatic Bank. ..... pastiecmcee, vee GR 5 iincsicececse ++ 105,000 210,000 105,000 
4 Brighton Market Bank .......... IE «6020 0csc20505 100,000 200,000 50,000 
} Cape Cod Bank. ........+.-....2. BD stasncocccans 50,000 100,000 50,000 
i Cig Baek... .cccccccccccecccosce Worcester..--.... «---- 100,000 800,000 100,000 
i Cee TARE 6c ccccccesccscccs OCONWEG.<<ccccvcccsene 50,000 100,000 50,000 
4 Datars Bath... ......sscsesscces PNR asd 0csccnases 50,000 250,000 50,000 
i Hampshire Manufacturers’ Bank.. Ware ..-...-...--------- 100,000 250,000 100,000 
Hy Haverhill Bank............. +e.» Haverhill.......... -. 50,000 150,000 50,000 
: Hopkinton Bank.......--.....--. Hopkinton. .......---- 50,000 100,000 10,000 
; Housatonic Bank........-.--.. ... Stockbridge..........- 50,000 150,000 50,000 
{ BN occ acascesencs ipsacacadase BOG isnsccccesas<s<s MONO 200,000 100,000 
i Lynn Mechanics’ Bank...-....-.-- ROE sacacsrencssees 50,000 200,000 50,000 
Malden Bank. ...........--..-0-- BE casaccucssonss 50,000 100,000 ~— .«..... 
Mechanics’ Bank...-.....-...----- New Bedford.....-:.-.. 200,000 400,000 200,000 
Miller's River Bank...........-.. PN snisctckenndea 50,000 100,000 50,000 
Mount Wollaston Bank........... er 50,000 100,000 50,000 
Old Colony Bank................. PIED cn6ccncccace 100,000 150,000 43,500 
Oxford Bank...........-.--0- 261, <savenaiaessase 50,000 100.000 ~— ye 2. 
Pittsfield Bank...... erccccesceces PiiteGell,....2<200% ---- 200,000 800,000 200,000 
Quincy Stone Bank........-...-- QUREG cccnccecseccess 50,000 100,000 50,000 
Taunton Bank............ snihitennitea ne ee 50.000 850,000 50,000 
IR ccccadindetacsadennd ‘ 150,000 50,000 
TN TE. cncocncccnccceseces South Danvers........ 50,000 200,000 50,000 
WE BO icccccsesacescceas Woburn .............. 50000 100,000 25,000 
Wrentham Bank..........-. occa WOE. scesnseonss 50,000 150,000 ewes 
Total....... Ree ae ee ee? shai: dace ciictitaanse $1,955,000 $4,710,000 $1,583,500 








FOREIGN ITEMS. 


GEoRGE PEABODY oF LONDON, 


We annex letters addressed by Mr. George Peabody, in reference to recent ru- 
mors as to the aid granted his house by the Bank of England :— 


To the Editor of the N. Y. Times. 
Sir :—In a Times, dated late in December, you state as follows: 


“We are informed on authority, whose accuracy we have every reason to credit, 
that the amount of bills which the house of Peabody & Co. was under acceptance for 
when assistance was obtained from the Bank of England, exceeded the almost incon- 
ceivable sum of six millions sterling.” 


With few exceptions I have observed, with much pleasure, that the course my house 
pursued under the pecuniary pressure brought upon them by the panic in the United 
States, and the inability of American friends, to fulfil engagements, has been much 
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commended by the American press, and more sympathy than blame has been awarded 
to myself and partners for adopting a course which not only protected our own credit 
but saved many of our correspondents in the United States from consequences that 
would have been considered a calamity throughout the whole country. 

The respectaibility of your journal and the high credit you give to your informer in 
the article quoted, is calculated to do great injury to my house and to American credit 
generally, for if the acceptances of my firm had amounted to six millions sterling as 
you state, it would have been but to place it in the same rank with the Borough Bank 
of Liverpool, and Great Western of Scotland, and myself and partners pronounced as 
unworthy of confidence for the future. The facts are as follows : 

About the 20th November, when the money panic in the United States and Europe 
was raging, and anticipated commercial difficulties were still more appalling, my house 
considered it wise and prudent to adopt a course which would effectually protect its 
own credit, and save many correspondents who were unable to meet engagements by 
remittance, from inconvenience and loss, The acceptances of my house at that time 
were £2,300,000 (not £6,000,000), and our application to the bank was for a loan, 
on good securities, for £800,000, should so much be required. The application was 
acceded to, and within a few weeks after, we took £300,000, depositing securities of 
our own for the same. Up to this time we had taken no more than the £300,000, 
although the securities deposited amount to a much larger sum, and since that time 
my house has paid more than £1,500,000 of the £2,300,000 acceptances out, as stated, 
at the time of its application to the bank, We will further remark that the strength 
of our principal correspondents is such that our losses on the acceptances above stated, 
given on their account, will, comparatively, be but trifling. 

In justice to my house, and to American credit generally, I think the facts stated 
should be known to the American public, and they are at your service for that pur- 


pose. Very respectfully and truly, &c. 
: GEORGE PEABODY. 
Lonvon, Jan. 21, 1858. 


Lonpon, Monday, Jan. 25, 1858, 


Referring to a letter I addressed to The Times on the 22d inst., on the subject of 
the loan made to my house in November, it has since occurred to me, in consequence 
of various erroneous remarks contained in American papers, on the subject of guaran- 
ties given for the same, that it is advisable to state the following particulars : 

The Charter of the Bank of England forbids the Governor and Directors from 
lending money on any but British securities, and a considerable portion deposited by 
my house being in bonds of the various States and cities of the United States, the rule 
of the Bank required, in addition, a resident name (as it would have done, had the 
securities been United States Treasury notes), which was promptly given. The Joint 
Stock Banks required no such addition. Some personal friends and parties interested 
(about eight in number), have given their names to guarantee separate sums amounting 
to about £90,000 in the aggregate only, out of the £300,000 which my house has re- 
ceived from the Bank. The parties who have become the guaranties feel, as myself 
and partners do, that securities having been given by my firm for the full sum bor- 
rowed, their responsibility is merely nominal. 

The circumstance of ‘all the three great American houses who obtained assistance 
from the Bank of England in the crisis of 1837 having given guaranties, without other 
security, has doubtless led the correspondents of the American press into the errors to 


which I have alluded. I am, very respectfully, yours, 
GEORGE PEABODY. 


CurnesE PArer Monry.—We have seen two bank bills, of the value of two dollars 
each, one dated January, 1835, and issued in the city of Foo-chow, by a bank bearing 
the euphonious name of “ Chinim,” which translated, means “spring showers.” It is 
nine and a half inches long by three and a half inches wide, and bears the signature of 
responsible persons, is printed in three colors, viz: red, and black, and has other guards 
against counterfeits, such as the combination of secret characters, and the division of 
letters so that the edge of the bill will match only the edge of the one from which it was 
separated, &c. The other bill, of like size and value, was issued from the bank of 
“‘ Hiang li,” or “ joyful profit.” The bills have been cancelled by the drawing of a 
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black mark around the signature, which is the course with all bills returned to the 
bank after emission. Promissory notes and letters of credit are constantly used in 
China, to facilitate mercantile transactions. In many of the large cities, notes are is- 
sued by the banks of deposit, on the security of their own capital, and their paper cir- 
culates as far as the credit of the bank is known. They have no connection with 
Government. Paper money, it is said, is in common use in Japan, though we find no 
mention of it by Commodore Perry's expedition. Its introduction is stated to have 
taken place between the years 1319 and 1331. The Chinese name for the kaleidoscope 
is the Tube of Ten Thousand Flowers.—Boston Journal. 


American Crepit ABroAp.—The last mail from New York has addedfto the bit- 
ter disappointments experienced by European holders of American city and railroad 
obligations. Coupons of papers that were considered perfectly reliable, and were there- 
fore held at a high figure, were recently returned unpaid. This system of violently 
breaking contracts, and making a mockery of the principles which govern all honest 
people in their business transactions, has caused in the interested circles a feeling of 
hatred and contempt for the American character, from which it is plain that, for a long 
time to come, Ameriean securities will be under the ban—they certainly will never 
again attain the position among sound investments which they once occupied in Ger- 
many and Switzerland. The enormous losses sustained by our capitalists in conse- 
quence of the transatlantic swindles, might in a measure be overlooked ; but the fact 
that many of our private citizens, mechanics and traders, had, during the Russian war, 
invested their little means in American securities, which are now nearly worthless, 
will not soon be forgotten. Many a worthy man, who had hoped to leave his family a 
competence, now finds that he is the victim of a base fraud. Donot imagine that I 
exaggerate—cases have come to my knowledge which are really distressing and de- 
serving of sympathy. It is a reproach to the American name that such things occur 
so frequently—and sooner or later such conduct will bear its own fruit. Mr Moran, 
President of the New York and Erie Railroad, who arrived here a few days ago from 
London, for the purpose of inducing our capitalists to again open their purses for the 
benefit of the concern under his direction, and which has already on several occasions 

me to the wall, is undoubtedly by this time convinced that his efforts here will be 
Fruitless, and that the feeling in Germany and Switzerland is decidedly averse to anv 
further financial dealings with America.—-7'ranslated for the Evening Post from the 
Frankfort Correspondence of the Augsburg Allgemeine Zeitung. 


Tue Quicksttver Mines.—<A statement in the San Francisco Alta California, gives 
the shipment of Quicksilver from that port during the year 1857, at 21,265 flasks. 
We do not know whether this is all the product of Quicksilver in California for the year, 
but presume not, as another article in the same paper, giving an account of the New 
Alexander mines says: “ The Quicksilver is put up in cast-iron flasks, seventy five 
pounds in each. By far the larger portion of it is transported to Mexico, though con- 
siderable shipments are also made to Peru and Chili.” This would seem to imply 
that the shipments mentioned above were destined for Peru and Chili, and that the 
majority of the Quicksilver was sent overland into Mexico, From the report of 
the Director-General of the mines to the County Surveyor of Santa Clara, we learn 
that the average annual production of quicksilver at the mines is one million and 
eighty-seven thousand pounds. The ore reduced within the year has yielded over 
eighteen per cent. of metal; the annual cost of working the mines is $284,000, and 
the net value of the Quicksilver about thirty-seven cents per pound. About two 
hundred persons are employed. 













—— 
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MISCELLANEOUS ITEMS. 





Warenovstnc.—The Legislature of New York has granted a charter for a “ New 
York Warehousing Company.” In the circular of the Commissioners authorized to 
take subscriptions, they urge the following as among the benefits of this institution : 


First. Zo the Interest of Commerce. 1. By furnishing increased and superior facili- 
ties for receiving and storing all kinds of produce and merchandise, so that every article 
of commerce, whether free or in bond, may be promptly stored and safely kept forjany 
length of time, in stores specially adapted to the various kinds of goods. 2. By 
giving to the owner or consignee of property a perfectly responsible receipt, and also 
by giving to that receipt a negotiable character. 3. By establishing the business of 
warehousing on a system that shall protect owners, consignees, and underwriters, from 
those formidable risks which they now incur from the want of method and responsi- 
bility in the conduct of this vast business here. 


Second. To the Stockholders. 1. By conferring very valuable powers and privileges 
to enable them to conduct a business of the greatest magnitude and importance with 
the certainty of realizing ample returns for their investment, such indeed as few or no 
companies can make, and by giving them a lien on all property deposited with them 
for their claims against it, thus exempting them from all ordinary risks of loss in the 
transaction of their business. 2. By furnishing them facilities to use all their surplus 
means, with entire safety, by advancing on property stored with them. 3. By ex- 
empting the stockholder from any liability, except to laborers and servants, after he 
has paid in full for the stock held by him. 





BANK ITEMS. 


New York.—The country Banks of the State have combined to create at Albany 
“an Assorting House for State Currency;” the terms of redemption being essentially 
the same as at the Metropolitan Bank of this city. Any additional channels or facili- 
ties by which uncurrent money ean be returned to its points of issue are desirable to 
the public. The next best step will be the creation of a par currency for the whole 
State. The time will soon come, we think, when all the bank paper issued in the 
State will be at par. Such a change is quite as feasible here as it was in Boston for 
all New England. One bank in State Street maintains thirty millions of New England 
bank bills at par, upon a small specie basis; and we see no reason why New York can- 
not follow the example upon a larger basis. There can be but one financial centre to 
a State. Liverpool, instead of London, might as well undertake a Clearing House for 
England, as Albany for New York. We may assume that four-fifths of the uncurrent 
money of our State centres in New York. Holders here can realize the value of such 
bills on the day following the deposit in bank—but via Albany not under two or three 
days. Hence it would be inconvenient to send such bills to Albany for redemption, 
whereby a loss of two or three days would follow. The redemption agent or channel 
should be still at New York, and when a par currency shall be established, the impor- 
tance or necessity of such an agent would be lessened, because one note would be 
as available as another for all business purposes. 


New York City.—The East River Bank resumed business on the 13th March, at 
the corner of Eighth Street and Third Avenue. Mr, W. F. Carman, cashier. Sales 
of the stock,were made last week at 48}. 
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Canal Funds.—Annexed is a list of the Banks in New York and Brooklyn, which 
have been selected as depositories of the canal tolls. The shares are to be equally 
divided, except where otherwise noticed : 

New York.—Butchers and Drovers’ Bank, Marine Bank, Atlantic Bank, New 
York ; Mechanics’ Bank, Brooklyn. 


The Treasury of the State is now suffering by the losses of several Banks that 
failed in 1837, and have not since resumed. In the selection of depositors of public 
revenue, all considerations of a partisan nature should be set aside, and security should 
be required for the faithful return of the deposits. In the list of those selected through- 
out the State, we find several who, from limited capital and inability to make regular 
dividends, show their unfitness for such deposits unless collateral security is given. 
Where a Bank does not make its regular dividends, its capital being impaired, it is not 
a fit depository of public revenue. 


Buffalo.—The Bank Superintendent gives notice that the securities of the Pratt 
Bank of Buffalo being converted into money, he will redeem the circulating notes at 
94c. on the dollar on presentation of the same at the Bank department. The bills of 
the Ontario County Bank will be redeemed at par at the Union Bank of Albany, on 
and after to-day. 


Deratcation.—The Union Bank of this city charges Mr. Brotherton, their late 
general book-keeper, with being a defaulter to the amount of $141,300. As the book- 
keeper did not handle any of the bank’s funds, he could only perpetrate a fraud by 
collusion with some customers of the bank. In this case, the operations run so far 
back that the whole of the combination has not yet come to light. It appears that 
Jacob H. Mott opened an account with the new bank (the Union having been wound 
up as a chartered institution, and reorganized as an association under the General 
Law) in the year 1856, and that the book-keeper continually credited him with ficti- 
tious amounts ; in some cases adding a figure at the left hand of an actual deposit, in 
others entering an amount entirely fictitious, when no deposit had been made. Of 
course, these credits were balanced by a corresponding debt against some account 
which had a large balance, whenever the book-keeper was required to furnish his 
balance-sheet. The amount of overdrafts on this account is about $45,000, and it is 


probable that the remainder of the defulcation ran far back into the business of 
the old bank. 


Coxrnecticut.—R. B. Craufurd, Esq., for some time teller of the Pacific Bank, New 
York, succeeds Mr. Rockwood as cashier of the Bank of Norwalk. 


Waterbury.—The announcement in our last number that Mr. B. H. Dewey had 
succeeded Mr. A. J. Chase as cashier of the Waterbury Bank, was a mistake. It is 
the Bank of Waterbury, Vermont, to which Mr. Dewey has been appointed cashier. 
Mr. Chase retains his position at Waterbury, Conn. 


Ruope Istanp.—Manton E. Hoard, Esq, was on the 1st March elected cashier 
of the Arcade Bank of Providence, in place of Benjamin W. Ham, Esq., who has ac- 
cepted the appointment of cashier of the Providence Bank. 


Massacuusetts.—John C. Mason, Esq., has been elected President of the Central 
Bank Worcester, in place of Judge Kinnicut, deceased. 


Anti PHotocrarH BANK-NoTE Printinc.—We gave in our March number two 
specimens of bank-note engraving and printing. Since then we have seen a “ chal- 
lenge ” made by Mr. G. Matthews, the patentee of the new process of anti-photographic 
printing, wherein he offers a reward of $500 for the removal of the green tint from one 
of the impressions without injury to the black printing ink or to the paper. 


PennsYLvantA.—Mr. J. Arnold, late of Pittsburg, has been chosen, by the Bank 
Presidents, Clerk and Superintendent of the Philadelphia Clearing House. 


Philadelphia.—William Rushton, Jr., Esq., formerly assistant cashier of the Farmers 
and Mechanics’ Bank at Philadelphia, has been elected to the cashiership of that in- 
stitution, rendered vacant by the resignation of Edwin M. Lewis, Esq , who still retains 
the Vice Presidency. 
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Reading.—The branch of the bank of Pennsylvania at Reading is closed. The 
assets were sent to Philadelphia several months ago. The banking-house was sold to 
the Union Bank of Reading (a new bank) which is now doing business in it. The 
cashier of the branch of the Bank of Pennsylvania is now the President of the Union 
Bank, and the Teller of the branch is now the Cashier of the Union Bank. 


Doylestown.—John J. Brock, Esq. was on the 19th November last, elected cashier of 
the Doylestown Bank of Bucks Co., in place of J. Hart, Esq , resigned. 


Marytanp.—The following new banks were incorporated at the late session of the 
legislature: 1. The Clinton B: ak. 2. The Alleghany County Bank. 3. The Miller 
Coal Company Bank. The Mechanics’ Exchange Company of Baltimore is invested 
with banking privileges. The legislature also incorporated the “ Maryland Mutual 
Life and Fire Insurance Company.” 


Onto.—The Columbus (Ohio) Journal, publishes a statement in relation to an over- 
issue of the circulating notes of the Canal Bank of Cleveland ; after a recital of some 
facts in the case, it adds: 

These look very much as if the circulation was not burned at the time the $20,302 
of bonds were surrendered to the bank; but was again put in circulation by the persons 
then having the control of the treasury. Indeed, there can be no reasonable doubt 
that such was the fact. The public would like to know about the extent of that 
fraud. We will give a guess. Wethink the $20,302 of circulation that was reported 
to be burned when that amount of stocks was taken up, somehow did not get into the 
fire, but somehdéw did get into circulation again. We imagine the excess will, be 
found just about equal to this sum, minus the loss of bills by accident, &c., during 
the twelve years of their circulation, Of this $20,000 there have been redeemed at 
the treasury about $6,000. Perhaps $4,000 is not a large estimate of the destruction 
of bills by accident, &e. This will leave about ten thousand dollars of it yet outstand- 
ing. We hope this may not be so, but it looks like it to us. We trust this is the bot- 
tom of the Breslin frauds, but no one knows what may yet turn up. Meanwhile, all 
having these notes must send them to the treasury by the first of March, or be content 
to have them barred. 


Cincinnati.—The question of having a redeeming agency for western currency at 
Cincinnati, is urged with energy by many of the western banks, The establishment of 
such an agency would have the effect to materially reduce eastern exchanges and 
thereby be of great benefit to the merchants of this city. New York exchange at 
Cincinnati will average 3 of one per cent. throughout the year, and, as the financial 
centre of the West, it partly regulates the general rate of exchange in the West. A 
portion of this percentage of exchange is paid by New York merchants, and hence 
the importance to them of any movement tending to reduce the average rate. 


Nort CarotryA—Farmers’ Bank or Exvizapetn Crry.—We learn from the 
“ People’s Press,” that the Farmers’ Bank at Elizabeth City, (N. C.) is making ar- 
rangements to wind up. It has been ascertained that all the liabilities of the bank 





will be paid off, and the stockholders will receive seventy cents onthe dollar. This es- 
timate is made, allowing a loss of $60,000 dollars for bad debts. The billholders are 
said to be in no danger of any loss. 
Sourn Caro.ina.—Reduction of Circulation by nine banks :— 
Circulation, Circulation, 
Location. Banks, Sept. 1857. Jan, 1858. 
Charleston.......... S. W. Railroad Bank.......... $196,930 00 $549,983 00 
a ree re Planters’ and Mechanics’ Bank. 148,101 89 269,475 00 
“ eaeoe Bank of South Carolina......... 93,753 50 110,297 00 
“ ccceces Farmers & Exchange Bank... 646,085 00 434,060 00 
Hamburg... -... Bank of Hamburg............. 646,009 00 595,051 00 
Newberry ........ Bank of Newberry...... cesses 520,721 00 387,116 25 
Winsboru.......... Planters’ Bank, Fairfleid........ 332,060 06 249,895 00 
Columbia........ a Exchange Bank, Columbia.... 470,485 00 320,175 00 
Charleston ,....... Peoples’ Bank ............---- 859,980 9 298,600 00 
Aggregate Circulation.......... + $3,414,125 42 $3,214,652 25 
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It1o1s,—The Bank Commissioners of the State of Illinois re ort respecting the 
banks of that State as follows :— 


PN I acai dSmadiasdieidcmacnamadaiaaiiad,bisebanacmancae 66 
Number in liquidation 








ET ION dccncicondéddindndeadncenatndns - 39 
Missouri bonds........ his O ess ae sietens behead sasha me aia - $2,994,000 
aint anes niin nthad Acinasinntmaieaauniatennaakin 3,105,399 

EE SO. eR - $6,098,499 
IR 6 cincnnicindinnhnindncannnaate - 5,002,377 
Excess of Securities. ... ..............00-6 pei aiid $1,095,022 


Lovtstana.—The circulation of small notes has been discontinued in Pennsylvanias 
Maryland, and other States, and public sentiment is decidedly against their general 
use. The Report of the Louisiana Joint Committee on Banking contains some very 
valuable suggestions. After citing the figures to exhibit the ample resources of the 
Banks, even during the most critical period of the revulsion, the Report proceeds to 
show what it styles ‘the few weak points of our defences.” It considers that the cir- 
culation of small bank notes is, politically and socially, an evil which ought to be 
promptly remedied. Politically, by tending to drive the precious metals from the 
country ; socially, by involving the working classes in losses and panics, they being 
the first to suffer from monetary disasters. These considerations induce the commit- 
tee to recommend the prohibition of the circulation of bank notes under twenty dol- 
lars. To attain this object amicably, certain concessions have been made. These 
are to exempt forever the capital stock of the free banks from municipal taxation, to 
allow the chartered banks to receive for loans over ninety days an interest equal to 
that allowed to the free banks, and to raise the rate of interest chargeable by the free 
banks to a level with that of the chartered banks for all paper over one hundred and 
twenty days. Nearly all the banking institutions have agreed to these propositions. 
In order to guard against the too rapid withdrawal of a circulation which, on the 21st 
January last, exceeded one million several hundred thousand dollars, the Committee 
propose by bill, that after October, 1858, no bank shall issue or reissue notes of a less 
denomination than ten dollars, and after October, 1859, none of a less denomination 
than twenty dollars. Provisions are made for preventing the circulation of five and 
ten dollar notes of the banks of other States. 


New Orleans.—The following table shows the respective amounts of loans, specie» 
circulation, deposits, and exchange, of the several banks of New Orleans. 











Loans, Specie. Circulation. Deposits, Exchange, Due Banks, 
Cone .....20666 3,054,073 1,942,460 1,694,270 3,239,285 1,558,589 320.088 
Ee . —:1,224,735 «1,289,217 535,890 1,109.910 1,613,171 167.420 
Louisiana.......... 3,069,321  2.361,488 641,274 3,684,470 1325094 369,355 
Louisiana State. -.. 3,010,934 2,997,455 1,237,345 4,653,145 950,098 309,680 
Mechanics and Tra- 

GOED .ccccsccccce 497,174 431,765 113,170 693,057 305,400 47,222 
Bank of N. Orleans, 1,148,256 644,746 337,990 950,792 470,455 49,600 
Southern........... 261,421 193,276 178,395 272,163 812,908 ecee 
Union .....-. qeeccee 960,384 333,542 324,235 700,270 462.516 45,969 
Bank J. Robb...... 334,657 302,971 294,090 422,100 125,521 18,410 
Crescent City...-.. 756,124 220,642 58,280 166,967 re one 
Bank America. ..... 144,979 350,270 £9.330 329 603 eens oni 

RS $15,062,058 11,061,832 5,524,289 16,222,462 7,623,752 1,327,744 


New Orleans.—The Bank of America at New Orleans commenced business November 
4th, 1857, under the free bank law, with a capital of $500,000, President, William 
G. Hewes, Esq., cashier, Am. Fortier, Esq. 

Missourt.—“ In the matter of resumption our suspended banks will be directed by 
an eye looking, not to any profit which a state of suspension may be supposed to bring 
them, but to their own safety and to the interests of the business community. The 
reduction in the rates of exchange already realized, and the tendency to a still further 
reduction, encourage the hope that they may be able to resume soon, without being 
driven to measures which will straiten their customers by lessening the facilities now 
extended to them.—St. Louis Republican. 


St. Louis.—The Exchange Bank at St. Louis commenced business, March 9, 1858. 
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Boston BAnxs.—A comparison of the footings of the weekly bank statement of 
the Boston banks with those of the statement for the previous week, exhibits an in- 
crease of $278,467 in the item of loans and discounts, $412,028 in circulation, 
$180,895 in specie, and $506,704 in deposits, We annex the totals for the week, with 
a recapitulation of those of the year: 


Loans and Specie in Deposits, Circulation. 
Date. Discounts, Bank 
January 4, 185S............ 50,726,759 5,027,922 17,073,752 5,416,472 
Mh, sktncencanes 51,221,230 5,448,977 17,226,732 5,938,410 
Th; sBaeadagadons 51,740,926 5,661,216 17,722,553 5,669,028 
TE seeccesescne 51,772,412 6,073,680 18,129,649 5,494,721 
Feb'ry 1, 51,854,178 6,402,460 18,398,692 5,251,006 
8, 52,011,821 6,872,979 18,602,984 5,428,600 
15, 52,137,972 7,079,606 18,429,945 5,898,660 
22, 52,089,515 7,257,448 18,454,501 5,299,037 
March 1, 51,977,834 7,316,805 18,524,978 5,170,372 
8, 52,251,301 7,499,700 19,031,682 5,582,400 





RuopeE Istanv.—The following are the last returns of the Rhode Island Banks, made 
to the Auditor of that State, according to the new Act. They have been made very 
promptly, and show an excellent condition. We compare these returns with those 
made at the time of the suspension of specie payments, and at the time of the resump- 
tion :— 


PROVIDENCE BANKS, 


Sept. 28. Jan, 11, March 15. 
CU 6 oivicncccansecniccsicasicaccese $14,508,000 14,602,400 14,613,750 
CI ac cctndiccccetsinctapeeamtg 1,959,385 1,552,822 1,310,787 
DOPOGIUR. « . ccccccc cccscccsccescseescse 1,925,142 2,025,956 1,903,082 
Due other Banks...... ee aubaeneues ime 1,194,967 1,338,435 1,043,930 
RUD Jinnanisiscntianimtiemmanmias 18,380,161 17,701,725 16,925,349 
Cs carickinccemcniiaessnccuirins ane 241,906 565,553 520,828 
Bille of other Beebe. ..000s.22..scc0e 831,690 761,370 632,423 
Deposits in other Banks,...........-... 637,419 915,519 1,280,975 


BANKS OUT OF PROVIDENCE. 





Sept. 28. Jan. 11. March 15. 
Co” eRe BORE EREDORE ee rere 6,034,205 5,559,069 5,567,479 
CHOMIMIOR cccccccesacccesscsccecceses 2,168,683 1,347,006 1,141,116 
Deposits..... chilies Soncialetiescne anemia £86,396 "732,228 778,843 
Due other Banks.............sceeseseee 150,435 71,015 53,784 
pe eee nee eee eee a 8,700,199 7,044,229 6,938,567 
Specie... .....00+s ‘ 105,569 174,778 160,111 
Bills of other Banks... 130,687 108,419 87,412 
Deposits in other Banks......-.-.--... ° 303,789 380,291 435,148 





Private Bankers.—The banking house of Chesnut and Blackburn, at Carlinville, 
Macoupin County, Illinois, is succeeded by that of Chesnut, Blackburn & Du Bois. 


Missour.—The banking house of Messrs. Tesson & Danjen, at St. Louis, which 
suspended in October last, has liquidated its obligations, and resumed business with 
ample capital, in connection with their New Orleans firm of Menard, Tesson & Co. 
(See card on the cover of this work.) 


Cleveland, O.—Mr. Brockway, of the banking firm of Brockway, Wason, Everett 
& Co., has retired from the firm. Megsrs, Wason, Everett & Co. is the style of the 
new house. (See card on the cover of this work.) 
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Paris.—The American bankers, John Monroe & Co., of Paris, have resumed pay- 
ments, and as the losses of the house by the crisis of 1857 did not consume even the 
profits of the last year, we are safe to say, that all the confidence which was formerly 
extended to this house will return to it. 


New York.—The firm of Gibbs, Watson & Gibbs, bankers, No. 5 Wall street, 
in addition to ordinary collections, propose to collect past due paper through reliable 
attorneys. The advantage of this is, that when paper is protested it may be placed in 
an attorney’s hands without the usual delay of waiting instructions, (See their card.) 


MicnicAn —Mr. James L. Lyell, a banker, of Detroit, Mich., who failed during 
the panic, had the sympathies of his fellow-citizens, He had been in business in that 
city a great many years, and enjoyed the public confidence in an extreme degree. 
How undeserving he was of the high position he occupied, is shown by the following 
paragraph which we copy from the Detroit Advertiser :—Every act that we hear of 
Mr. Lyell, since the failure, goes to strengthen the general impression that he is a 
consummate scoundrel. The pretended “ assignment which he made before his de- 
parture for the benefit of his creditors, we understand is a farce,—the assets he left 
not being worth to exceed five or six thousand dollars,—probably just about enough 
to pay assignee’s fees, His pretended great losses of $110,000 by the Ohio Life In- 
surance and Trust Company, palmed off upon the public as the causes of his failure, 
we are informed was not so. He realized $98,000 of that company, which, consider- 
ing the times, was a fortunate settlement. It is the ardent wish, if not the determina- 
tion, of his former best friends that he may yet be reached and brought to justice. 
From all we hear, we think his deposits were half a million of dollars. 


Collections in the South and West.—Several new banking houses have commenced 
operations lately. The cards of these may be found on the cover of this work, and a 
complete list of all the banking houses, as well as of all the banks in the United States, 
may be found in the ‘“ Merchants and Bankers’ Register,” for 1858, published early in 
February, the second edition of which is now published. The cardsof bankers in the 
following places may be found on the cover of this magazine : 


Massacuvsetrs.—Boston.—NEw York.—New York City, Buffalo. 

PennsyLVANIA.—Philadelphia, Pittsburg, Scranton.—MaryLanp.—Baltimore, 

Disrrict or CoLumB1A.—Washington. 

Virern1A.—F redericksburg, Lynchburg, Richmond.—Grore1a.— Augusta, 

AtanamMaA.—Mobile, Montgomery.—ArkKANsAs.—Helena. 

Catrorn1A.—Sacramento. 

Ini1no1s.— Beardstown, Chicago, Decatur, Dixon, Moline, Peoria, Peru, Port By- 
ron, Rockford, Quincy, Sterling. 

Inp1ana.—New Albany, Richmond. 

Iowa.—Cedar Rapids, Council Bluffs, Chariton, Clinton, Fairfield, Davenport, Des 
Moines, Dubuque, Fort Dodge, Iowa City, Keokuk, Muscatine, Sioux City. 

Kentucky.—Lexington, Louisville—Lovisiana.—New Orleans. 

Micuican.—Battle Creek, Grand Rapids. 

Mrxnesora.—Minneopolis, St. Paul, St. Anthony. 

Missourt.—Boonville, Glasgow, Hannibal, Lexington, St. Louis, 

Onto.—Cincinnati, Cleveland, Newark, Sandusky, Toledo. 

TENNESSEE.—Nashville.—Texas.—Galveston, San Antonio. 

Wisconstx.—Milwaukie, Mineral Point, Sheboygan, Fond du Lac. 

Canapa.—Kingston, &c. 


In order to furnish information to bankers and those who have frequent occasion to 
ascertain, at this office, the names of responsible banking firms in the interior, the 
publisher of this work will hereafter keep in his office “A ReEGisTeR or PRIVATE 
BANKERS IN THE U. S.,” containing printed cards of bankers in various cities, with the 
names of their references, This will show, 1. The style of the firm; 2. Individual 
names of partners; 3. The location and county of each; 4 Their references (or par- 
ties in the Eastern cities on whom they draw). For the convenience of merchants 
and bankers in New York, Boston, Philadelphia, Baltimore, &c., this Register will be 
available at all times. Those banking firms who wish their names registered will please 
send their PRINTED Carps [not printed circulars] for this purpose. 
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Aotes on the Money Market. 
New Yorx, Maron 24, 1858. 


Exchange on London, at Sixty days sight, 107 a 1073. 


Tue month of March has been remarkable for an increased supply of capital at low rates of 
interest on first-class securities. The rates of foreign exchange are such as forbid the further ex- 
port of coin and bullion to Europe—thus the gold accumulations in New York and Atlantic cities 
are increasing ut a rate never before known in this country. During the present month loans on 
call have been made at 4 a 5 per cent., and the banks have not as much prime paper offering as 
they have means to purchase, 

On the 15th instant the bids fur the new issue of Treasury notes were opened at the Treasury 
Department. The result was, that $2,600,000 were taken at rates varying at 3, 33, 4, 44, 44, and 
43. The remainder of the 5,000,000 was taken in 5 per cents, There was a want of combination 
or concert in the bids fur the Treasury votes, The bids were much at variance in the rates, and 
the bidders apparently ditfered materially in their ideas of the value of money or of the forth- 
coming demand for United States securities. Some of the bids were for permanent investment, 
while others were for speculation. Should another loan be authorized by Congress, we think it 
would be better to propose tive per cent. Treasury notes, and solicit offers for such. As it is, the 
Treasury must issue notes at seven different rates, viz. 34, 3}. 4, 43, 43, 4}, and 5 per cent. interest, 
when the whole could have been issued at a fixed rate of 5 per cent., but realizing a premium 
of 1 to 5 per cent. 

The condition of the foreign exchanges is such that no further shipments of coin or bullion 
can be profitably made to Europe. Our foreign exports of produce and merchandise are sutti- 
cient to cover the accumulating indebtedness for importations. Sterling bills are quoted at 106% 
@ 107}, and continental bills almost as favorable, viz. : 








Bills at 60 Days on Feb, 25, March 10. March 24. 
RN Sivas sncscncsunbenicnicdacmesan 1093 a 110 108} @ Res. 106} a Pape 
ORE See l7ha 5120) «65 20 a 5 138 5 22 a 5 17% 
Basle and Zurich 13g a 512 5 164 a 5 13} 5 164 a 5 15 
RR av cdivndcrtei dcsneniasceninee 224 a 520 515 a5 13$ 520 a5 17 
TN a sc ciitin ciccicditndncnisiamnemes 4ita 42 41 a 4) 41 a 41% 
NN fs cess insesccganebaicndcccedes 37 a 37} 36 a 36% 36 a 36h 
TI, is ssinnctacdoscnecncdscocscands 79} a 80 7a 79 Tika 78 
Frankfort on the Main,........-.----... 41a 41} 4lta 41% 41 a 4)g 
ist chns eke nnaRsencessaaeiawudinne 73 a TA ka 73k fa 
Leipzig,......- 73 a 74 724 a 724 72 a TH 
COlOgne, ...206cccccsccscccsscescoccce 73 a 74 T24a 73h 72 a 73 


The remarks we make as to the superabundance of money, apply to first-class securities, United 
States loans, New York and Pennsylvania State Stocks, will command money readily at 4 per 
cent. Upon other State securities money is not so easily obtained. There is a growing convic- 
tion that some of the States have advanced their credit too largely to railroad corporations—and 
that the States must eventually assume control of the works and carry them on. This, unfortu- 
nately, has been the case with several States that now are sweating under the process, viz.: New 
York, Pennsylvania, Maryland, Illinois, Indiana, Ohio, &c. These States have sutfered severely 
by their aid to improvements, although, indirectly, some compensation is made for the losses, 
The same remarks apply to the condition of the money market at Boston, Philadelphia, Balti- 
more, and other cities. The following exhibit will show the increase in the specie held by the 
banks of four of our principal cities, and also the probable amount now held by the banks in the 
country. The approximation totruth of the latter estimate must be close, as the figures of the 
specie reserve held by the city banks are official, and the same causes intluence alike city and 
country banks. 
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STATEMENT showing the Amount of Specie held by the Banks of New York, Boston, Philadel- 
phia and New Orleans, in March, 1857, and March, 1858, together with the Increase of the 





past Year. 
March, 1857, March, 1858, Increase. 
I ik nctedtnadcnnsanniis $11,707,000 32,740,000 21,033,000 
pS ER Penny eee eee 3,500,000 7,500,000 4,000,000 
IIE oc ciicickn soccessssanss 4,000,000 5,147,000 1,147,000 
RO CINE a iscscccccssnsccieiss 8,000,000 11,062,000 3,062,000 
Total....... iiaiicaisab ta $27,207,000 56,449,000 29,242,000 


This gives an increase of specie in ‘the four cities in one year of 108 per cent., or in round 
numbers at twenty-nine millions. 


The aggregate amount of specie held by all the Banks in the United States, 





ES SRS See e ea EEO EEE EIT ET $40,020,000 
Add same per cent, of increase as above,.........-..secccsececcccccccecees 42,821,000 
Total estimated March 1858.......... ‘hesccqubnie cites aii $84,841,000 


If to this we add the probable increase from the California receipts for the next six months, 
it will show as the probable specie reserve of the banks next September, about one hundred mil- 
lions of dollars. These receipts for the next six months may be put down at twenty millions of 
dollars, and as they will be added to the specie now held by the banks, we can expect an accu- 
mulation in this line that will be without parallel in our financial history. To what extent the 
experience of the past year will prevent speculation and over-trading, when balanced by such an 
accumulation of specie, remains to be seen; but if we can take analogous parts of the financial 
history of Great Britain to give us an insight, we can safely put down the experience of the past 
year as of slight weight compared with the desire to grow suddenly rich, and the willingness to 
over-trade if it will apparently conduce to profit. 

Rartroap Snares.—The market has exhibited considerable fluctuation during the month. 
Less confidence at the present moment is felt in railroad shares for investment, and a convic- 
tion prevails that further reform is necessary in railroad management, accompanied with a 
further advance in the rates of transportation. The New York Central Railroad Company and 
the Reading Railroad Company have paid their usual semi-annual dividend ; but of the Western 
Roads, some fears are felt that their reduced business will prevent dividends for the current year. 
There has been an active speculation movement in Hudson River Railroad shares and Harlem 
shares ; the prices of both of which are kept far above their intrinsic value. 


Jan, 29th, Feb. 5th. 12h. 19th, 26th, Mar. 5th. 12th. 19th 


N. Y. Central R. R. shares,..... 82 81 83} R65 875 925 914 92 
N. Y. & Erie R. R, shares,...... 225 24 27 32 325 Bp 3 30 295 
Harlem R. R. shares,........... . it eh 144 13} 145 14 133 134 
Reading R. R. shares,.......... 58 57. 56} 62 62} 64 59} 57 
Hudson R. R, shares,.......... 18 19 22 284 314 35 31 30 
Michigan Central R. R. shares,.. 60} 62 65 73h 704 74} 754 70 
Michigan Southern R.R. shares, 18 194 224 265 284 31} 255 225 
Panama R. R, shares,......--.. 90} 944 100 102} 1043 «106 += 1063S: 1064 


Baltimore & Ohio R. R, shares, 46 47} 51g 51 50R}ti(‘C CECB 
llinois Central R. R. shares,... 96 96 97} 953 ©=— 98 99 96 95 


Cleveland and Toledo R. R..... 42 43 435 475 493 54° 46} 46} 
Chicago and Rock Island R. R. 66} 694 744 804 794 &7 823 77 
Milwaukie and Miss. R, R...... 30 32 32g 37} 32h 40 37 314 
Galena & Chicago R. R. shares, 76 80 863 943 92 945 93} 928 
La Crosse and Mississippi...... a“ 10 lly ll 11 105 10% 10 


Erie shares have reached during the month 31 a 33, in consequence of reports from the Presi- 
dent now abroad, that the aid required in behalf of the Company, would be granted by foreign 
bond and shareholders. 

The resignation of the British ministry on the 22d ultimo, together with political affairs in 
France, has had the effect at the opening of the present month to make the London money market 
less firm than before reported. On this side the unsettled political questions in Congress have 





wy 
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also made the market here a little uneasy. The foreign and domestic advices together have ope- 
rated upon the stock market in Wall Street, and checked, for the present at least, the upward 
movement in the value of leading shares. From the Ist to the 15th of March there was a steady 
improvement in prices, but after the latter date a slight decline is observed. For State loans 
there is a steady demand for investment ; with large sales of Virginia and Missouri six per cents., 
California seven per cents. have advanced to &8 against 68 in December. We annex the quota- 
tions of State loans for eight weeks: 


Jan, 29th Feb. 5th, 12th. 19th, 26th, Mar. 5th. 12th. 19th, 


U. S. 6 per cents. 1867-8,....... 13 «1315 asia a5 ied tia estsié1 
Ohio 6 per cents, 1886........-. 104 107 106 106g 107% 107 107% 107 
Kentucky 6 per cents,,,........ 1024 1014 1014 102 102 102 102 1033 
Indiana 5 per cents..........-. 81E 84 84 B4g 84} 84} 844 844 
Pennsylvania 5 per cents....... 88 eed 87 87} 87} 87} 87$ &7} 
Virginia 6 per cents............ 923 90} 91g 91 92h 934 923 924 
Georgia 6 per cents,.,.......--. 95 95 94 94 94 _ 95 95 
California 7s, 1870, ....--.------ TR 80 70 81z 83 88 91 88 
North Cerolina 6 per cents..... 924 94 934 924 94 94} 94 94 
Missouri 6 per cents............ 844 834 84 834 83} &4 84 83} 
Louisiana 6 per cents,.......... 90 90 88 90 90 91 924 92 
Tennessee 6 per cents.....- oo. 895 89 82h 88 894 894 89 89 


Rattroap Bonps.—There has been an increased demand for Erie Railroad bonds at recent 
values, under the impression that the financial position of the road would soon assume a more 
favorable character. The increased travel on the Panama Railroad towards California, has given 
an impetus to both shares and bonds of the Company. The prices of bonds show less depreciation 
than other securities, and many that are classed among the fancies are, contrary to expectation, 
firm at former prices. During the past week Hudson River first mortgage declined 1; Illinois 
Central Bonds, 4; Canton Company, $; Cumberland Coal Company, 4; Pennsylvania Coal Com- 
pany, $; Delaware and Hudson, 24; La Crosse, Erie Sevens 1859, and Punama Bonds, are tirm at 
former prices. New York Central Sixes improved}. We annex the closing prices of Miscel- 
laneous Securities for the past eight weeks: 


Jan. 29th, Feb, 5th. 12th, 19th, 26th. Mar. 5th, 12th. 19th, 
Erie Railroad 7s, 1859..:........ 89 90 93 96 26 _ 93 93 


Este bomile, TB ...ccscccccccccss 45 52 61 75 72} 70 70 _ 
Erie Convertibles, 1871.......... 41 45 50 5e} 54 53 574 _ 
Hudson River Railroad, lst mort. 96 98 97 97 97 97} 96 95 
Panama Railroad bonds......... 85 85 85 100 100 100 100 100 
lllinols Central 78...........--.- 95 95 95 95 95 954 943 94} 
New York Central 6s...... beens 88 88 88 88 89} 90 90 904 
Canton Co, shares. ..........000 -- 21 24 24 25§ 234 23 


71 78 73 75 75 734 73 
Cumberiand Coal Co....-.... 18 194 19} 19% Qi} 214 205 
Del, and Hudson Canal Co...... 112 113 113 113 1131134 
La Crosse Land Grants......... — _ _— _ 37 85 37 37 


Pennsylvania Coal Co.,..-.... 





The Bark Convention at the Clearing House in this city has agreed upon a measure hereto- 
fore suggested, in retaining a specie fund equivalent to twenty per cent. of the liabilities inde- 
pendent of circulation, 


Thus the deposits were reported on the 13th (including bank balances) as..$90,000,000 


From which deduct the average daily clearings of the week ......-...... 16,500,000 
Will show the actual deposits to beabout.....,-.-.-.------ «= $73,500,000 


This would require a specie reserve of $14,700,000 in the Bank vaults, This would be enough if 
the banks in other States were to adopt a similar course, but as they have not yet agreed upon 
such a plan, New York will always be called upon to bear the burden of the drain for specie, 
Anything under twenty millions of dollars for this city would seem to be too small, in view of the 
rapidly increasing commerce of the country. 

The banks of this city are gradually expanding their business, having increased means, Their 
specie reserve is now larger than at any previous date ; and is probably in keeping with that of the 
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country banks, not only of this State, but other States, The condition of the banks of this city is 
fully illustrated by the annexed table of loans, specie, circulation, &c. 


1857-8. Loans. Circulation. Deposits. | Sub-Treasury. Bank Specie, Total Specie, 
Jan. 3,  $109,149,000 $8,602,000 $95,846,000 $11,430,000 $11,172,200 $22,602,300 
Feb. 7, 112,876,000 8,426,000 96,029,000 13,618,000 11,143,200 24,761,800 
March 7, 111,899,000 8,465,000 95,858,000 15,189,300 11,707,300 26,896,600 
April 11, 115,374,000 8,787,000 96,518,000 15,174,800 10,884,400 26,059,200 
May 2, 114,409,000 9,006,000 99,159,000 14,408,100 12,009,900 26,418,000 
June 6, 115,332,000 8,838,000 96,594,000 12,431,000 13,134,700 25,565,700 


July 3, 115,044,000 8,901,000 + 98.834,000 —10,317,000 12,837,300 23,154,300 
Aug. 1, 120,597,000 8,665,000 94,445,000 —:12,161,600 12,918,000 25,079,600 
Sept. 5, 112,221,000 8,673,000 79,491,000 ~—11, 678,200 10,227,900 21,896,100 
Oct. 3, 105,935,000 7,916,000 —_ 67,978,000 7,748,200 11,400,400 19,148,600 
Nov. 7, 95,866,000 6,434,000 56,424,000 5,407,500 16,492,100 21,899,600 
Dec, 5, 96.333,000 6,555,000 78,492,000 3,986,400 26,069,800 30,036,200 
Jan. 2 98,549,900 6,490,400 78,635,200 3,259,300 28,561,900 31,821,200 


Jan. 30, 102,180,000 6,369,600 83,997,000 3,282,500 31,273,000 34,561,500 
Feb. 6, 103,602,900 6,873,000 86,000,400 3,168,700 30,652,900 33,821,600 
Feb. 13, 103,783,300 6,602,700 84,229,400 3,384,200 30,226,200 33,611,000 


Feb. 20, 103,706,700 6,542,600 86,773,200 3,360,000 31,416,000 34,776,000 
Feb. 27, 103,769,127 6,530,759 87,386,361 3,420,900 31,658,600 35,079,500 
Mar. 6, 105,021,863 6,854,624 90,382,446 2,296,700 32,739,700 35,736,400 
Mar. 13, 105,293,631 6,755,958 90,063,432 2,964,000 32,961,000 35,925,000 
Mar. 20, 107,440,350 6,858,852 91,238,505 5,779,000 31,902,000 37,681,000 


Two steamers have arrived with an aggregate of nearly three millions in gold from California 
since the publication of our last number. From this source there are no indications of any de- 
cline for the future in the gold supply. 

Our latest dates from London are to the 5th instant, when the money market continued very 
quiet and easy, but the Bank of England had made no alteration in its rates. Notice was issued 
by the Bank that advances would be made on government securities during the shutting of the 
transfer books, till 14th April, at 3 per cent. In the Stock Exchange loans were obtainable at 
2 percent. The commercial payments falling due on the 4th of the month were generally well 
met. Consols had fluctuated somewhat, and closed quietly at 96§ a 96} for money, and 96} a 96% 
for account, The Bank of England returns for the week ending the 3d of March show a slight 
falling off in the bullion—£5,986—for the first time since the abatement of the panic. Messrs, 
Baring Brothers say money is very abundant at 2} @ 3 per cent. Bar silver selling at 5s. 1gd. 
Mexican dollars nominal at 5s, 1}d. Eagles, 76s. 3}d. The city article of the London Times re- 
ports a decided increase in the applications for money at the Bank of England on the 5th, 
although the supply was apparently abundant. The funds on the 5th exhibited renewed and un- 
interrupted heaviness, finally closing at a fall of about $ per cent. An uneasy feeling is kept alive 
by acontinued pressure of speculative operations for lower prices, especially in options. Added 
to this the Paris Bourse, which is now very anxiously watched, has again given way. In the dis- 
count market there was a fair demand for money, but 24 per cent. is the highest rate current for 
the first-class bills, At the Bank applications continue few. At the Bank of England the bullion 
operations were again altogether unimportant, 





DEATH. : 


At Lynx, Mass., February 2d, Francis 8S. Newwatt, Esq,, aged 63 years, President of the 
Laighton Bank, from its incorporation in 1849 until his death, 





as RO 





